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THE  PRESIDENT'S  FOREIGN  ASSISTANCE 
BUDGET  REQUEST  FOR  FISCAL  YEAR  1997 


THURSDAY,  APRIL  25,  1996 

House  of  Representatives, 
Committee  on  International  Relations, 

Washington,  DC. 

The  committee  met,  pursuant  to  notice,  at  2:20  p.m.  in  room 
2172,  Raybum  House  Office  Building,  Hon.  Benjamin  A.  Oilman 
(chairman  of  the  committee)  presiding. 

Chairman  Oilman.  The  committee  will  come  to  order. 

This  afternoon  we  are  going  to  be  hearing  from  J.  Brian  Atwood, 
Administrator  of  the  U.S.  Agency  for  International  Development. 

Welcome,  Mr.  Atwood. 

Mr.  Atwood.  Thank  you,  Mr.  Chairman. 

Chairman  Oilman.  I  think  it  is  safe  to  say,  Brian,  that  you  and 
I  have  been  through  a  lot  together  over  the  last  year.  I  will  say 
that  you  have  done  an  excellent  job  with  a  very  difficult  brief. 

I  note  that  only  16  months  ago,  Secretary  Christopher  proposed 
folding  AID  into  the  State  Department  to  achieve  greater  efficiency 
and  coordination.  Apparently  you  have  convinced  the  President  to 
reject  that  idea  just  as  the  Congress  moved  to  accept  it. 

This  year,  the  Congress  finally  passed  an  historic  consolidation 
bill.  The  bill  calls  on  the  President  to  consolidate  AID,  USIA,  and 
ACDA  into  State,  but  allowed  the  President  to  spare  two  of  those 
three  agencies  from  the  consolidation  mandate,  giving  him  the  dis- 
cretion. 

We  knew  that,  through  your  work,  AID  would  have  been  one  of 
those  agencies  that  would  have  survived,  Mr.  Atwood. 

I  thought  that  the  bill  was  a  good  compromise,  one  that  Sec- 
retary Christopher  might  have  supported  only  last  year.  But  de- 
spite the  President's  State  of  the  Union  promise  to  "end  the  era  of 
big  government,"  he  vetoed  the  bill.  And  while  the  veto  message 
cited  a  number  of  reasons,  White  House  advisors  informally  told  us 
consolidation  was  "the"  issue,  and  the  President  did  not  want  any 
part  of  consolidation. 

We  scheduled  the  veto  override  in  the  House  next  week,  and  I 
think  it  is  safe  to  say  AID  may  have  won  round  one  of  the  battle. 
I  think  we  all  cannot  wait  to  see  the  results  of  round  two  and 
thereafter. 

Beyond  consolidation,  I  do  want  to  say  some  positive  things 
about  what  you  have  done  at  AID.  I  will  note  that  your  responses 
to  our  concerns  over  the  duplication  and  coordination  of  effort  be- 
tween AID,  NED,  and  other  democracy-promoting  agencies  was  se- 
rious, comprehensive,  and  forthright. 

(1) 


AID  has  become  the  800-pound  gorilla  in  the  democracy  busi- 
ness, and  I  think  it  is  very  important  to  rely  on  our  old  friends, 
the  NED,  Asia  Foundation,  and  others.  I  will  respond  to  your  letter 
in  the  near  future,  but  I  want  to  commend  you  now  for  the  "Cjood 
Government"  effort  you  have  been  making. 

I  also  want  to  commend  you  for  the  work  you  have  done  to  elimi- 
nate overlap  and  duplication  between  AID  "training"  and  USIA 
"exchanges."  This  coordination  effort  was  much  harder,  and  I  ap- 
preciate the  work  of  Dr.  Duffey  and  you.  I  would  hope  that  in  the 
near  future  we  can  at  least  see  AID  trainees  using  USIA  health 
and  insurance  services  to  eliminate  the  duplication  identified  in 
your  report. 

I  have  three  major  foreign  policy  concerns  that  our  committee 
has:  Bosnia,  Haiti,  and  South  Africa. 

With  regards  to  Bosnia,  I  know  that  AID  has  become  one  of  the 
fastest  donors  actually  running  projects  in  Bosnia.  As  you  know, 
that  pace  must  be  maintained.  The  President's  representative  testi- 
fied before  our  committee  this  week  that  U.S.  forces  will  be  with- 
drawn from  Bosnia  by  December  20th  as  promised.  Our  effort  to 
restart  civil  society  is  on  a  short  deadline,  and  we  know  that  you 
are  doing  your  best  to  meet  it. 

With  regard  to  Haiti,  I  think  you  share  our  views  that  the 
killings  carried  out  by  political  leaders  of  the  left  or  right  should 
be  condemned.  We  are  concerned  that  some  in  the  Administration 
have  turned  a  blind  eye  to  murders  on  the  left  side  of  the  spec- 
trum. 

With  regard  to  South  Africa,  we  are  concerned  about  consider- 
able evidence  of  waste,  mismanagement,  and  abuse  condoned  by 
the  AID  Mission  Director  and  the  Assistant  Administrator  for  Afri- 
ca. We  commend  you  for  backing  up  Larry  Byrne  and  Michael 
Sherwin  who  have  cleaned  up  most  of  the  mess  dfown  there.  We  re- 
main concerned  about  recent  actions  to  promote  some  of  the  indi- 
viduals involved  and  make  cash  payments  to  others  to  buy  their  si- 
lence. But  more  on  that  later  on. 

And  with  that,  I  would  be  pleased  to  yield  to  anyone  who  may 
have  an  opening  statement. 

Mr.  Roth.  Mr.  Chairman. 

Chairman  GliJviAN.  Mr.  Roth. 

Mr.  Roth.  Mr.  Chairman,  I  want  to  commend  you  for  holding 
this  hearing  today.  Let  me  be  brief  and  put  my  opening  statement 
in  the  record. 

I  just  want  to  join  you  in  saying  that  Mr.  Atwood  is  an  articulate 
advocate  of  a  foreign  aid  establisnment,  and  I  know  he  is  sincere. 

It  is  important,  I  think,  especially  today,  that  we  give  careful 
scrutiny  to  the  Administration's  foreign  aid  budget  for  the  next  fis- 
cal year. 

There  are  just  a  couple  of  examples  I  have  here.  In  this  docu- 
ment we  have  here  on  page  12,  it  says  that  AID's  total  request  for 
next  year  is  $6.9  billion;  and  that  is  over  $110  million  more  than 
this  year. 

When  we  look  at  the  operating  expenses,  we  see  an  increase  of 
some  $30  million.  AID  is  still  spending,  as  I  see  it,  over  half  a  bil- 
lion dollars  on  operating  expenses.  This  is  especially  ironic  because 
we  have  the  budget  before  us  on  the  floor  today.  On  the  same  day 


we  are  struggling  in  the  House  to  get  some  last-minute  savings  in 
the  current  fiscal  year,  we  are  looking  at  these  numbers.  And  while 
we  want  to  be  fair  to  Mr.  Atwood — and,  yes,  praise  him  for  the  job 
he  is  doing — I  think  it  is  important  to  take  a  look  at  these  numbers 
so  we  have  some  congruency  in  what  we  are  doing  here  in  the  com- 
mittee and  on  the  floor. 

I  just  wanted  to  raise  that  issue  in  fairness  to  Mr.  Atwood  and 
Members  of  Congress. 

Chairman  Oilman.  Thank  you,  Mr.  Roth. 

Ms.  McKiNNEY.  Mr.  Chairman. 

Chairman  Oilman.  Yes,  Ms.  McKinney. 

Ms.  McKinney.  Mr.  Chairman,  I  was  just  wondering  what  docu- 
ment it  is  that  the  Congressman  is  referring  to,  and  if  that  can  be 
made  available. 

Mr.  Roth.  This  is  a  draft  document.  I  think  you  have  it  on  your 
desk.  It  has  all  the  facts  and  figures. 

Chairman  Oilman.  Would  the  gentleman  from  Wisconsin  read 
the  title? 

Mr.  Roth.  "U.S.  Agency  for  International  Development:  USAID 
Congressional  Presentation  Fiscal  Year  1997." 

Mr.  Hastings.  We  do  not  have  it,  Mr.  Chairman.  Mr.  Berman 
does,  but 

Mr.  Roth.  AID  is  very  efficient  in  this  respect.  They  delivered  it 
to  every  office  this  morning. 

Chairman  Oilman.  Your  office  has  a  copy  of  it. 

Mr.  Hastings.  I  do  not  think  so,  Mr.  Chairman,  but  I  will  accept 
that.  I  think  we  can  go  forward. 

Chairman  Oilman.  Mr.  Berman? 

Mr.  Berman.  Well,  thank  you,  Mr.  Chairman.  Oiven  your  bal- 
anced opening,  I  was  not  going  to  even  say  anything;  but  then  Mr. 
Roth  got  me  going,  so  I  would  like  to  make  a  few  opening  com- 
ments. 

I  think  we  should  put  some  things  in  perspective  here  with  re- 
spect to  AID  and  budgets. 

First  of  all,  the  massive  150  cut,  the  massive  cut  in  appropria- 
tions which  becomes  the  base  which  you  now  use  to  talk  about  the 
Administration's  request  for  this  coming  year,  from  that  cut,  we 
have  an  $800  million  cut  in  actual  appropriations  for  1995-1996. 
This  is  just  through  the  AID  programs.  Two  hundred  staff  are 
going  to  be  RIF'd  as  a  result  of  those  particular  budget  cuts. 

You  and  I  have  had  a  long  discussion,  Mr.  Roth,  about  the  whole 
question  of  international  relations  funding  and  what  America's  ob- 
ligation should  be.  To  me,  the  big  issue  is  not  the  specific  questions 
about  some  of  these  programs.  The  big  issues  is:  Are  we,  in  this 
coming  budget  resolution,  going  to  continue  the  road  of  simply 
emasculating  and  squashing  this  150  function  and  handicapping 
the  United  States  in  its  ability  to  conduct  its  diplomacy  and  to  par- 
ticipate in  both  bilateral  and  multi-lateral  assistance  programs 
that  are  compelling  in  their  own  right  and  that  serve  our  own  in- 
terests, or  spend  a  great  deal  of  time  talking  about  organizational 
changes  that,  at  least  in  the  debate  I  heard,  never  dealt  with  the 
fundamental  questions  of  why  these  agencies  and  AID  in  particular 
are  separate  but  seemed  to  be  more  talked  about  in  order  to  have 


something  to  say,  that  we  somehow  limit  government  by  Hmiting 
the  number  of  agencies? 

I  just  hope  we  do  not  go  from  what  I  viewed  as  a  trophy  hunt 
during  the  past  year  to  a  sour  grapes  hearing  today  because  the 
Congress  and  the  Majority  was  not  able  to  do  what  they  wanted 
to  do  in  the  area  of  what  I  viewed  as  consolidation  of  titles  without 
fundamental  eliminations  of  duplication  or  waste. 

But  I  am  happy  to  participate,  and  I  appreciate  the  chairman's 
comments  about  AID's  work  in  a  number  of  different  areas. 

I  vield  back  my  time. 

Cnairman  Oilman.  Thank  you,  Mr.  Berman. 

In  the  interest  of  allowing  all  members  to  ask  whatever  ques- 
tions they  want,  we  will  go  right  onto  the  witness. 

Mr.  Atwood,  your  prepared  statement  will  be  inserted  in  the 
record.  You  may  summarize  that  statement  for  us  now  if  you  wish. 

STATEMENT  OF  J.  BRIAN  ATWOOD,  ADMINISTRATOR,  UNITED 
STATES  AGENCY  FOR  INTERNATIONAL  DEVELOPMENT 

Mr.  Atwood.  Thank  you  very  much,  Mr.  Oilman.  I  have  submit- 
ted a  formal  statement;  and  I  would  prefer  to  give  a  very  brief  per- 
sonal statement. 

Chairman  Oilman.  Without  objection. 

Mr.  Atwood.  The  first  point  I  would  like  to  make  is  to  under- 
score what  you  have  said  about  our  own  personal  relationship, 
which  has  gone  back  for  many  years. 

I  appreciate  that  we  have  been  through  a  very  difficult  year  to- 
gether. I  appreciate  the  leadership  that  you  have  shown.  I  know 
that  in  all  of  those  difficult  times,  you  understood  the  value  of  some 
of  the  international  programs  and  you  were  tough,  as  you  should 
have  been;  and  we  tried  to  answer  those  questions. 

What  I  want  you  to  know  is  that  we  want  to  work  with  this  com- 
mittee. I  do  not  feel  that  last  year  reflected  the  kind  of  working  re- 
lationship that  I  feel  should  exist  between  the  Executive  Branch 
and  the  Congress. 

We  need  to  yield  in  some  cases  when  you  are  right  or  when  you 
are  suggesting  greater  efficiencies  be  brought  to  government.  And 
we  need  to — I  need  to — I  think,  insist  on  the  prerogatives  of  the 
Executive  Branch  to  organize  itself. 

But  I  recognize  that  not  all  of  the  Members  of  Congress  may  be 
as  happy  as  some  others  to  see  me  here  this  year.  And  I  do  not 
feel  like  an  800-pound  gorilla,  I  can  assure  you,  after  what  we  have 
gone  through. 

It  was  really  an  extraordinary  time,  but  it  is  a  time  that  I  think 
we  should,  in  a  way,  celebrate.  It  was  a  reflection  of  American  de- 
mocracy. People  spoke  through  the  ballot  box,  and  they  spoke  and 
said  they  wanted  a  balanced  budget.  And  Members  of  Congress 
came  here  with  the  intent  that  we  achieve  that. 

I  feel  very  strongly  that  covering  government  spending  is  only 
one  half  of  the  equation  and  that  we  must  think  seriously  about 
the  kinds  of  investments  we  need  if  we  are  going  to  be  effective  in 
the  world  and  if  we  are  going  to  see  our  economy  grow  to  the  point 
where  revenues  will  be  available  to  balance  that  budget. 

What  I  really  want  to  appeal  to  you  and  to  all  members  of  the 
committee  on  is  the  hope  that  we  can,  this  year,  despite  the  fact 


that  it  is  an  election  year,  try  to  get  back  to  some  degree  of  biparti- 
sanship with  respect  to  our  international  relations.  And  I  feel  that 
with  the  statement  that  you  have  made  at  the  outset  that  we  have 
a  good  prospect  of  that  happening. 

I  also  want  to  thank  members  of  the  staff  who  have  visited  some 
of  our  programs  overseas.  I  do  not  think  there  is  any  more  compel- 
ling justification  for  what  USAID  does  than  through  getting  out  to 
the  field  and  visiting  these  programs.  And  I  wish,  frankly,  that 
more  Members  of  Congress  would  do  that.  I  have  always  been  criti- 
cal of  those  who  are  critical  of  congressional  travel  because  I  think 
it  is  extremely  important  when  it  is  undertaken  in  a  serious  man- 
ner. 

I  believe  very  strongly  that  USAID  is  an  essential  tool  of  Amer- 
ican foreign  policy.  And  I  would  frankly  take  that  position  whether 
I  was  sitting  in  the  seat  I  am  sitting  in  or  not. 

The  Agency,  as  has  been  indicated,  has  been  reformed.  It  is  not 
the  same  animal  as  existed  years  ago  when  it  was  being  severely 
criticized.  It  is  a  results-oriented  agency.  It  is  an  agency  that  I 
think  is  doing  things  that  are  vital  to  our  national  interests. 

We  can  no  longer,  however,  do  what  I  said  we  could  do  last  year, 
which  is  to  do  more  with  less.  Cuts  that  we  have  taken  in  fiscal 
1996  will  simply  mean  that  we  are  going  to  have  to  do  less  with 
less. 

And  I  think  it  is  important  to  look  at  the  context  within  which 
we  are  working  and  to  try  to  understand  what  that  really  means 
in  terms  of  America's  interest,  not  in  terms  of  our  altiniism,  our  ef- 
fort to  try  to  help  poor  people  overseas.  That  is  important  because 
it  reflects  American  values.  But  I  think  it  really  needs  to  be  seen 
in  terms  of  America's  self-interest. 

We  live  in  a  world  of  real  contradictions.  In  one  sense,  we  have 
more  economic  opportunity  out  there  and  we  are  more  tied  into  the 
global  economy  than  we  have  ever  been  before.  So  we  have  a  need 
to  build  new  markets  for  American  exports. 

And  then,  in  the  other  sense,  we  have  a  real  world  in  impending 
crisis.  Most  recently  we  have  seen  the  anarchy  in  Liberia.  We  have 
seen  it  in  Somalia.  One  country  after  the  other  becomes  a  failed 
state,  Bosnia  being  an  example. 

We  are  simply  going  to  have  to  spend  the  money  that  it  costs  to 
handle  and  then  to  rebuild  those  failed  states.  We  cannot  exploit 
opportunities,  it  seems  to  me,  on  the  economic  side,  as  a  nation,  by 
simply  promoting  trade  aggressively  from  the  United  States.  We 
also  have  to  work  to  try  to  create  a  demand  for  American  exports 
on  the  other  side. 

On  the  other  hand,  we  cannot  counter  the  threat  of  crisis  by  di- 
plomacy or  military  force  alone  either.  We  have  got  to  try  to  do 
something  to  prevent  that  crisis  before  it  breaks  out.  And  that  is 
cheaper  for  our  taxpayer. 

On  the  economic  side,  we  need  to  continue  to  participate  in  creat- 
ing this  demand.  And  USAID  does  that  by  working  to  strengthen 
foreign  markets.  We  help  countries  get  their  policies  right.  We  cre- 
ate capital  markets.  We  help  them  write  commercial  codes.  We 
help  them  privatize  and  deregulate  their  economies. 

In  poorer  countries,  we  help  develop  human  capacity  through 
education  and  health  programs. 


Because  America  has  been  a  leader  in  the  development  field,  we 
have  not  had  to  do  this  alone.  We  have  convinced  others  to  do  it 
by  our  example. 

And  the  impact  of  this  is  that  we  have  an  expanding  global  econ- 
omy. And  it  has  helped  us.  It  has  helped  our  people.  It  has  helped 
our  workers.  It  has  helped  our  firms. 

Between  1990  and  1995,  U.S.  exports  to  the  developing  world  in- 
creased by  $98.7  billion.  It  has  produced  1.9  million  American  jobs. 
And  a  lot  of  that  is  attributable  to  the  work  that  USAID  has  done 
in  certain  countries,  because  most  of  the  growth  has  occurred  in 
the  emerging  markets  of  the  developing  world. 

I,  iust  the  other  day,  heard  a  German  minister,  as  did  Mr.  Roth, 
spealc  about  the  situation  in  Grermany  where  the  economy  is  totally 
static.  According  to  him,  it  is  really  off  the  track.  And  we  are  not 
increasing  our  trade  to  Germany.  We  are  not  increasing  our  trade, 
generally  speaking,  to  either  Japan  or  Germany.  It  is  a  high  vol- 
ume. But  the  increase  in  our  trade  is  going  to  the  Indonesias  and 
the  Thailands,  and  the  Tunisias  and  the  countries  of  the  developing 
world,  Brazil  and  India,  et  cetera. 

And  26  percent  of  the  U.S.  gross  domestic  product  is  now  in  the 
trade  sector.  It  is  the  most  dynamic  sector  of  our  economy.  I  was 
telling  my  German  counterpart  this  the  other  day,  and  he  was  ab- 
solutely amazed  to  hear  that  only  26  percent  of  the  American  econ- 
omy, which  is  over  $7  trillion  strong,  goes  into  the  trade  sector. 
And  I  told  him,  well,  that  is  true;  but  it  has  doubled  in  the  last 
decade;  and  that  is  where  the  high-wage  jobs  are  in  our  society. 

And  he  was  amazed  because  he  is  already  concerned  about  how 
we  will  do  when  we  compete.  But  we  cannot  compete  if  we  do  not 
have  aid  programs  helping  to  develop  new  markets.  I  think  it  is 
very,  very  instructive  to  see  that  Japan  is  now  the  No.  1  donor  in 
the  world,  in  gross  terms.  You  know  that  the  United  States  is  last 
in  terms  of  per  capita.  But  France,  this  year,  may  become  the  No. 
2  donor  in  the  world.  I  do  not  think  I  have  said  that  publicly  any- 
where. But  I  have  just  talked  to  the  head  of  the  Development  As- 
sistance Committee.  Think  about  what  that  means.  France  is  a 
country  of  60  million  people.  We  are  a  country  of  280  million  peo- 
ple. We  have  a  gross  domestic  product  that  is  five  and  a  half  times 
larger  than  the  French  GDP. 

I  do  not  believe  that  French  people  are  more  altruistic  than 
American  people.  I  do  not  believe  that  their  humanitarian  instincts 
are  better  than  American  people.  It  is  a  practical  question  for 
them.  They  are  looking  to  sell  French  products.  They  want  to  be 
involved  in  these  countries.  Thev  want  to  make  the  contacts  that 
are  necessary.  They  want  people  to  be  writing  in  French.  They 
want  people  to  be  using  the  French  version  of  the  Internet,  not  the 
American  version  of  the  Internet.  They  want  people  to  be  writing 
their  laws  according  to  the  French  code,  the  Napoleonic  code,  as  op- 
posed to  the  Anglo-Saxon  code.  They  want  commercial  codes.  And 
they  want  to  control  their  economic  exports,  in  many  cases  through 
parastatals  that  have  been  traditionally  linked  to  the  French  mar- 
ket. And  I  do  not  say  anything  to  disparage  the  French,  because 
the  French,  just  like  all  the  other  donor  nations,  no  longer,  to  the 
extent  they  did  before,  tie  their  aid  in  a  wrong-headed  way.  It  is 
just  a  practical  consideration. 


So  I  think  we  have  got  to  get  involved  in  this.  Otherwise,  we  are 
going  to  have  our  pocket  picked. 

The  second  justification  for  foreign  assistance,  it  seems  to  me,  re- 
lates to  the  support  that  it  provides  to  our  foreign  policy.  And  it 
is  a  foreign  policy  that  is  increasingly  preoccupied  not  so  much 
with  a  single  threat  but  with  many,  a  foreign  policy  that  is  pre- 
occupied by  crisis. 

We  do  three  things  that  relate  to  crisis,  Mr.  Chairman,  in 
USAID.  First,  we  ameliorate  the  impact  of  that  crisis  by  working 
and  providing  humanitarian  relief.  We  do  it  through  our  Offices  of 
Foreign  Disaster  Assistance  and  Food  for  Peace.  And  we  do  it  more 
effectively  than  any  other  country  in  the  world,  and  our  people  ex- 
pect it. 

When  we  have  a  crisis  like  the  Rwanda  crisis,  we  are  not  asked 
the  question:  Why  are  you  providing  foreign  aid?  We  are  asked  the 
question:  Why  are  you  not  doing  more  to  help  those  children  and 
those  vulnerable  people? 

And  when  we  work  in  transitions,  we  are  also  seeking  to  amelio- 
rate the  impact  of  crisis.  We  hope,  as  a  result  of  our  diplomacy,  as 
in  the  case  of  Bosnia  or  Haiti  or  South  Africa,  that  we  can  help 
those  countries  move  through  a  transition  period  and  help  them  to 
become  stabilized  so  that  we  can  then  work  with  them  on  long- 
term  development. 

And  that  is  the  final  thing  we  do:  We  try  to  mitigate  and  prevent 
crises  by  our  long-term  development  programs,  by  stabilizing  popu- 
lation growth,  by  helping  to  stop  the  environmental  deterioration 
that  is  forcing  so  many  people  into  cities  that  are  over  crowded  and 
creating  political  crises,  by  promoting  democracy  and  by  building 
market  economies. 

I  just  want  to  say  a  few  words  in  conclusion,  Mr.  Chairman, 
about  each  of  these  things  in  terms  of  the  budget  that  we  have  be- 
fore you. 

We  have  asked  for  a  slight  increase.  But  when  you  consider  infla- 
tion and  a  lot  of  all  those  things,  there  is  not  an  increase  in  our 
budget  at  all.  And  I  have  to  tell  you  that  I  am  not  sure  that  this 
budget  really  does  serve  all  of  our  interests,  but  I  am  here  to  jus- 
tify it. 

We  asking  for  $765  million  in  population  and  health.  The  in- 
crease in  the  world  population  is  about  90  million  people  a  year. 
That  means,  in  the  next  decade,  we  will  have  nearly  a  billion  more 
people  added  to  this  world.  We  cannot  continue  to  see  that  kind  of 

frowth  because  people  are  going  to  suffer  as  a  result  of  that.  Chil- 
ren  are  going  to  suffer. 

We  need,  obviously,  to  look  at  this  problem  seriously  and  to  see 
what  we  can  do  and  in,  an  enlightened  way,  help  people,  consistent 
with  their  own  voluntary  choice,  consistent  with  their  religion,  to 
see  if  they  can  plan  better  the  size  of  their  families.  That  is  the 
decent  thing  to  do,  it  seems  to  me,  no  matter  what  religious  back- 
ground you  come  from. 

With  respect  to  health,  we  must  understand  that  diseases  are  be- 
ginning to  affect  Americans  coming  from  abroad;  and  we  cannot 
simply  sit  back  and  deal  with  the  problems  here.  We  have  got  to 
go  to  the  source  and  try  to  deal  with  them  there.  We  have  seen, 
in  the  last  year,  mosquitos  carrying  malaria  in  New  York.  We  have 
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seen  den^e  fever  in  Texas  and  in  Arizona  and  New  Mexico.  We 
have  even  seen  the  Ebola  virus  in  Nevada.  And  we  have  seen  AIDS 
every  where. 

Now,  just  think  back.  Only  a  dozen  years  ago  we  discovered  the 
HIV  virus,  for  the  first  time,  in  a  place  called  Uganda.  It  has  since 
gone  all  over  the  world,  and  it  has  affected  us. 

I  think  we  have  done  some  very  good  work  in  trying  to  prevent 
the  growth  of  HIV/AIDS.  But  right  now  we  are  being  forced  to  cut 
research  for  these  new  and  emerging  diseases.  We  are,  I  think,  se- 
riously shortchanging  the  American  taxpayer  in  terms  of  this  par- 
ticular cut. 

With  respect  to  the  environment,  we  spend  $150  billion  a  year 
in  our  country — private,  Federal,  and  State — to  protect  ourselves 
against  greenhouse  gas  emissions  and  pollution  that  we  produce 
here  in  this  country.  Yet,  by  the  year  2015,  there  will  be  more 
greenhouse  gases  coming  across  our  borders  from  overseas  than  we 
generate  here.  We  are  only  asking  for  $290  million  in  this  budget 
for  the  environment. 

The  American  people,  I  think,  need  to  see  us  go  at  the  problem 
of  global  warming  at  the  source,  in  the  cities  and  the  rain  forests 
of  the  developing  world.  And  they  need  us  to  convince  other  govern- 
ments to  adopt  the  highest  environmental  standards  so  that  we 
will  be  protected  and  so  that  we  can  sell  some  of  our  own  environ- 
mental technology  in  a  business  that  is  now  a  $400  billion-a-year 
business,  where  the  Japanese  and  the  Grermans  have  been,  until 
recently,  out-stripping  us.  If  we  raise  those  standards  and  we  pro- 
vide those  opportunities  in  a  good  public/private  sector  relation- 
ship, then  I  think  we  are  really  doing  a  lot  of  good  with  this  invest- 
ment that  we  are  making. 

We  need  to  invest  in  democracy.  We  have  only  asked  for  $142 
million.  I  appreciate  the  statements  that  you  made  about  the  Na- 
tional Endowment  for  Democracy.  I  support  the  NED  very,  very 
strongly.  But  we  need  to  tie  democracy  work  into  our  sustainable 
development  programs  as  well.  There  are  three  crucial  reasons 
why. 

We  need  to  have  people  participating  in  our  programs  rather 
than  just  governments  if  we  are  going  to  succeed.  We  need  govern- 
ments to  be  more  transparent  and  less  corrupt.  And  so  we  need  to 
work  on  that.  And  we  need  to  make  sure  that  governments  are 
both  accountable  to  their  own  people  and  accountable  to  us,  as  do- 
nors. 

A  CIA  study  recently  showed  that  the  new  democracies  in  very 
poor  countries  are  very  vulnerable  to  collapse.  So  I  think  when 
they  ask  for  our  help,  that  we  should  give  it. 

And  in  the  economic  growth  area,  I  have  already  talked  about  it, 
but  I  have  not  talked  about  some  of  the  public/private  relationships 
that  we  have  developed  through  the  Asian  and  environmental  part- 
nership. 

The  other  day  I  spoke  to  some  state  development  and  trade  peo- 
ple, and  they  were  very  enthusiastic  about  the  extent  to  which  we 
are  giving  environmental  technology  firms  exposure  to  the  outside 
world,  helping  these  small-  and  medium-sized  businesses  to  make 
the  contacts  they  need  to  exploit  that  global  economy. 


We  have  had  other  ideas  where  we  would  create  an  Office  of 
Emerging  Markets  so  that  we  can  eHminate  those  obstacles  to 
trade  and  investment.  We  see  development  as  a  crucial  element  to 
try  to  get  to  the  point  where  our  country  can  survive  on  trade  and 
investment. 

And,  of  course,  we  have  our  Center  for  Trade  and  Investment 
Services  that  provides  more  assistance  to  small-  and  medium-sized 
businesses  in  this  country  than  any  other  agency  of  government. 

And,  of  course,  79  percent  of  all  the  money  we  spent  last  year 
was  spent  in  the  United  States  on  goods  and  services  that  we  pur- 
chased here. 

We  have  been  through  an  awful  lot.  I  will  end  by  simply  saying 
that  we  have  reorganized  USAID.  We  eliminated  missions  across 
the  globe.  We  are  at  serious  risk  of  eliminating  missions  and  leav- 
ing the  field  open  to  other  countries.  We  have  reengineered  our  in- 
ternal systems.  We  have  forced  people  in  our  own  Agency  to  be 
held  accountable  for  results. 

We  have  forced  them  to  deal  directly  in  a  contractual  relation- 
ship with  the  recipients  so  that  they,  too,  sign  onto  the  results. 

We  have  had  a  very  uncertain  situation  at  the  Agency.  We  did 
not  know  for  a  whole  year  whether  or  not  we  would  be  around,  but 
we  have  kept  morale  together  reasonably  well;  and  we  have  ab- 
sorbed new  programs,  like  the  West  Bank  and  Gaza  and  Bosnia, 
and  Haiti,  and  the  Greater  Horn  initiative.  And  we  have  absorbed 
the  initiative  on  microenterprises,  which  the  Chairman  was  so  sup- 
portive of  and  pushed  very  hard  here. 

And  now,  just  a  few  weeks  ago,  I  had  to  announce  to  my  staff 
that  we  were  going  to  have  to  nave  a  reduction  in  force  of  some 
200  people.  We  reduced  our  direct  higher  staff  more  than  any  other 
government  agency  except  one,  down  from  11,500  to  8,700  overall, 
and  we  will  be  going  down  to  less  than  8,000. 

We  are  going  to  get  to  a  point  where  we  are  going  to  have  coun- 
terproductive returns  on  this.  There  was  some  fat  in  USAID,  but 
I  think  we  are  down  to  muscle  and  bone  at  this  point. 

We  have  to  try — and  with  your  help,  Mr.  Chairman — achieve 
some  equilibrium  here.  We  cannot  keep  managing  with  such  uncer- 
tainty. We  have  got  to  know  what  our  path  is  going  to  be  over  the 
next  5  years. 

And,  for  that  reason,  Mr.  Chairman,  I  have  asked  the  State  De- 
partment to  look  at  a  list  of  countries  that  we  would  begin  moving 
out  of  in  the  next  5  years.  This  would  be  in  addition  to  the  27  that 
we  have  already  announced  that  we  will  be  leaving.  We  will  be  out 
of  24  by  the  end  of  this  year.  We  will  have  a  capability,  under  this 
new  program,  to  be  able  to  work  in  countries  where  we  do  not  have 
a  presence;  but  we  are  going  to  try  to  deal  with  the  accountability 
issues  that  have  been  raised.  We  d.o  not  like  to  do  that — we  believe 
that  it  is  important  that  the  field  determine  our  priorities — but  we 
are  forced  to  do  this. 

And  with  respect  to  our  request  for  operating  budgets,  you  must 
understand  that  the  amount  appropriated  here  is  only  a  portion  of 
what  we  use.  There  is  a  small  amount  of  money  that  derives  from 
trust  funds.  And  that  is  in  addition  to  what  is  requested.  If  you 
take  everything  into  consideration,  we  are  asking  for,  basically,  $25 
million  less  than  what  we  have  available  this  year. 
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Because  of  the  extreme  cuts  in  programs,  we  are  going  to  have 
to  close  more  missions,  and  that  costs  money  in  the  first  year.  That 
is  another  reason  why  we  need  the  additional  operating  expense 
money.  We  have  had  to  increase  salary  and  benefits.  That  is  some- 
thing beyond  our  control.  We  have  had  the  problem  of  inflation, 
about  3V2  percent.  And,  of  course,  the  value  of  the  dollar  also  im- 
pacts on  that. 

So  we  feel  that  we  are  about  $60  million  short  of  what  we  need. 
That  is  what  motivated  me  to  announce  that  we  are  going  to  have 
to  have  a  reduction  in  force. 

While  I  know  it  appears  on  the  surface  that  we  are  asking  for 
more  money,  in  fact,  we  are  asking  for  a  lot  less.  And  we  are  going 
to  get,  even  if  we  get  everything  we  ask  for,  a  lot  less  than  we 
need,  which  is  why  we  have  to  have  a  reduction  in  force. 

So,  Mr.  Chairman,  I  return  to  my  opening  offer  and  comment,  it 
has  been  characteristic  of  me,  ever  since  I  worked  in  the  Congress, 
as  a  staffer,  that  we  work  in  a  collegial  environment,  that  we  have 
g^ve  and  take.  And  I  want  this  committee  to  have  the  opportunity 
to  fulfill  its  constitutional  role.  I  want  to  see  an  authorization  bill 
passed.  I  can  absolutely  assure  you  of  that.  But  there  has  to  be 
give  and  take  on  both  sides,  and  I  am  telling  you  that  I  want  to 
work  with  the  committee  in  that  regard. 

Thank  you,  Mr.  Chairman. 

[The  prepared  statement  of  Mr.  Atwood  appears  in  the  appen- 
dix.] 

Chairman  Oilman.  Thank  you,  Mr.  Atwood,  for  your  concise  and 
thorough  review  of  where  you  have  been  and  where  you  are  going. 

Mr.  Atwood,  we  are  concerned  about  certain  allegations  of  waste 
and  mismanagement  at  our  U.S.  Mission  in  South  Africa. 

To  date,  I  understand  that  AID's  Washington  headquarters  sent 
two  management  review  teams,  two  Inspector  General  teams,  and 
two  procurement  integrity  teams,  under  the  direction  of  Michael 
Sherwin,  to  investigate  the  South  Africa  mission. 

I  also  have  been  informed  that  Mr.  Sherwin  wrote  to  the  South 
Africa  Mission  Director,  Cap  Dean,  last  year  that  the  Mission  did 
not  comply  with  the  terms  of  the  agreement  that  we  both  signed. 
I  am  greatly  disappointed  in  the  mission's  attitude. 

Ms.  Carol  Peasley  of  the  Africa  Bureau  reports  that  there  is  no 
documentary  evidence  of  the  Africa  Bureau  under  John  Hicks  at- 
tempting to  solve  the  problems  identified  by  Sherwin's  1994  Man- 
agement Review. 

The  record  discloses  that  until  Sherwin  became  involved,  the 
mission  mismanaged  projects  in  his  portfolio  and  hounded  employ- 
ees who  disagreed  out  of  the  mission. 

For  the  record,  could  you  provide  this  committee  with  an  esti- 
mate of  the  cost  of  all  those  investigations  in  the  management  of 
the  South  Africa  Mission  Director,  Mr.  Cap  Dean?  Do  you  intend 
to  promote  Mr.  Dean  to  the  position  of  Deputy  Assistant  Adminis- 
trator for  West  Africa? 

One  other  question:  Could  you  also  provide  any  evidence  of  John 
Hicks  attempting  to  solve  these  problems  before  Michael  Sherwin 
had  to  become  involved? 

Mr.  Atwood.  Yes,  Mr.  Chairman,  I  can. 
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Mr.  Hicks  and  the  Africa  Bureau  were  intimately  involved  in  the 
issues  relating  to  the  South  Africa  Mission  from  day  one.  I  think 
it  is  very  unfair  to  suggest  that  he  has  not  managed  this  well.  I 
want  simply  to  give  you  a  few  of  the  facts  here  so  that  we  can  un- 
derstand the  kind  of  management  challenge  that  the  South  Africa 
Mission  went  through. 

They  had  an  increase  in  the  budget  in  South  Africa  from  the 
time  that  Mr.  Dean  got  there  in  1992  from  about  $32  million  to 
$133  million  in  fiscal  1994.  I  do  not  know  if  you  understand  the 
impact  of  that.  But  think  about  it  in  terms  of  the  amount  of  staff 
that  had  to  be  managed.  It  went  from  a  staff  of  30  to  a  staff  of  111, 
and  it  is  now  a  staff  of  120.  That  all  happened  within  the  space 
of  3  or  4  years.  He  did  not  have  a  procurement  contracting  officer 
at  the  mission.  And  because  of  Mr.  Hicks  and  Mr.  Dean's  initiative, 
a  man  by  the  name  of  McAvoy  was  sent  there  to  try  to  help  with 
the  contracting. 

The  other  problem,  which  I  think  is  very  seriously  mitigating  is 
that  they  had  to  work  with  non-governmental  organizations.  Tney 
were  not  working  as  a  traditional  aid  mission  does  through  the 
government  but  only  through  NGO's.  And  the  consequence  was 
that  they  had  thousands  of  program  proposals  to  review,  and  they 
were  handling  about  300  a  year,  which  is  a  lot  more  than  most. 

So,  yes,  we  had  management  problems  and  we  sent  people  over 
to  help.  We  sent  in  the  contracting  people.  When  the  management 
team  went  over,  which  included  my  Executive  Secretary,  Aaron 
Williams,  the  initiative  was  taken  by  the  Africa  Bureau;  it  was 
suggested  to  me;  and  I  sent  that  management  team  over. 

So  I  think  it  is  really  unfair  to  look  at  this  program  and  to  say 
that  the  management  responsibilities  somehow  shifted  away  from 
the  Africa  Bureau. 

But  having  said  all  of  that,  this  is  a  tremendous  success  for  the 
United  States  of  America  and  for  USAID.  We  managed,  through  a 
period  of  transition  of  apartheid,  to  bring  about  a  non-violent  tran- 
sition and  a  democratic  change  in  that  society;  and  USAID's  Mis- 
sion played  an  absolutely  crucial  role. 

If  we  had  not  played  that  role  in  supporting  non-governmental 
groups,  if  we  had  not  overcome  the  deep  bias  in  the  black  commu- 
nity of  South  Africa  toward  the  United  States,  because  they  per- 
ceived us  as  being  too  close  to  the  last  government,  we  would  not 
have  succeeded. 

But  I  think  that  we  did.  And  I  think  that  we  deserve  a  great  deal 
of  credit  for  that. 

Now,  I  have  admitted  some  management  problems.  I  think  I 
have  been  very  forthcoming  in  that  regard.  In  an  effort  to  try  to 
gain  the  confidence  of  black  South  African  groups,  we  really  made 
an  effort  to  get  some  African  American  groups  in  there  because  we 
felt  that  we  could  overcome  some  of  those  prejudices  if  we  did  that. 
But  USAID  demanded  the  same  standards  of  performance  for  all 
grantees. 

We  made  a  few  management  errors  that  we  have  pointed  out.  We 
have  admitted  to  them.  We  said  that  is  a  problem.  We  tried  to  get 
the  Martin  Lutheran  King  Center  to  help,  as  an  example.  Here  was 
a  society  that  was  racked  with  violence,  and  why  would  not  it  be 
a  very  important  thing  to  get  the  Martin  Luther  King  Center  for 
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Non-Violent  Change  involved  in  South  Africa?  It  is  an  organization 
that  had  never  worked  overseas.  We  awarded  them  a  planning 
grant  to  write  a  proposal.  Some  may  feel  that  we  provided  too 
much  assistance  to  them  in  preparing  the  proposal;  we  understand 
that. 

But  I  am  not  apologizing.  We  took  extraordinary  efforts  to  get 
groups  like  the  Martin  Luther  King  Center  involved  in  South  Afri- 
ca, and  the  center  did  an  outstanding  job.. 

And  I  think  the  overall  result  is  a  great  success  for  the  United 
States  of  America.  And  we  have  a  very  close  relationship  now  with 
the  government,  and  I  think  it  has  been  a  good  success. 

I  just  think  it  is  unfair  to  take  a  situation  that  was  extraordinary 
and  instead  of  giving  Cap  Dean  a  DAA  position  which  he  deserves 
to  give  him  the  kind  of  criticism  that  he  has  received,  as  well  as 
John  Hicks,  I  might  add. 

Chairman  Oilman.  Thank  you,  Mr.  Atwood. 

Mr.  Atwood,  many  of  the  concerns  for  the  waste  and  mismanage- 
ment in  the  South  African  Mission  started  with  the  allegations  by 
a  whistleblower  who  served  as  a  foreign  service  officer  at  that  post. 

I  understand  that  last  week  you  approved  a  large  cash  settle- 
ment that  required  the  whistleblower  to  leave  the  service  and  re- 
main silent  about  Mr.  Dean's  mismanagement  of  that  post. 

Given  the  fact  that  foreign  assistance  dollars  are  scarce,  can  you 
tell  the  committee  how  much  of  USAID's  funds  were  approved  to 
force  the  whistleblower  to  leave  and  to  obtain  his  silence? 

Mr.  Atwood.  Mr.  Chairman,  we  did  not  force  anything.  There 
was  a  grievance  that  was  made  against  the  Agency.  The  individual 
may  continue  to  have  a  difference  of  view  as  to  whether  or  not  his 
assignment  to  South  Africa  was  terminated.  The  fact  is  that  he 
completed  his  tour  of  duty.  And  that  is  the  position  we  have  taken 
all  along. 

When  we  reach  agreements,  any  government  agency,  with  an  in- 
dividual, the  government  agency  and  the  individual,  for  the  protec- 
tion of  the  individual,  does  not  disclose  the  terms  of  that  agree- 
ment. It  is  a  settlement  of  a  grievance. 

I  think  it  was  done  amicably.  I  think  the  individual  is  a  talented 
individual;  and  I  have  never,  never  put  the  stopper  on  him.  He  has 
had  an  opportunity  to  talk  to  your  staff.  He  has  had  an  opportunity 
to  talk  to  others.  I  think  that  is  only  right.  His  First  Amendment 
rights  have  never  been  abridged.  His  whistleblower  rights  have 
never  been  abridged.  And  I  wish  him  well  as  he  proceeds  in  his  ca- 
reer. 

Chairman  GiLMAN.  Thank  you. 

Mr.  Berman. 

Mr.  Berman.  Thank  you,  Mr.  Chairman.  I  was  wondering,  Mr. 
Chairman — to  deal  with  this  issue  of  the  USAID  budget — could  I 
ask  you  a  question  and  perhaps  counsel  or  staff  could  answer? 

I  understand  that  on  March  18th  we  sent  a  letter  on  behalf  of 
the  committee  to  the  Budget  Committee  recommending  a  150  num- 
ber of  $17.6  billion  dollars,  which  is  about,  as  I  understand  it,  $800 
million  less  than  this  year's  150  number. 

Mr.  Roth  earlier  talked  about  the  Administration's  request. 
Could  you  tell  me  what  was  assumed  for  USAID,  how  much  of  this 
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$800  million  cut  in  the  recommended  150  number  was  assumed  for 
USAID  under  this  year? 

I  am  just  wondering  if  staff,  in  coming  up  with  the  17.6  number, 
which  is  about  $700  million  less  than  this  fiscal  year,  how  much 
of  that  was  viewed  as  being  USAID-impacted? 

Chairman  Oilman.  Mr.  Kirk. 

Mr.  Kirk.  Mr.  Berman,  we  could  provide  you  with  a  spread  sheet 
that  contains  the  assumptions  that  were  used  to  build  the  $17.6 
billion  figure. 

Mr.  Berman.  Do  you  have  an  off-hand  recollection  of  how  much 
the  $700  million  reduction  was  out  of  USAID's  hide? 

Mr.  Kirk.  Following  the  model  of  H.R.  1561,  a  substantial  por- 
tion of  the  reductions  would  have  been  out  of  USAID's  portfolio. 

Mr.  Berman.  All  right.  Now,  this  is  over  and  above  the  $800  mil- 
lion cut  they  took  in  assistance  programs  this  year. 

Mr.  Kirk.  Congressman,  you  will  remember  that  the  H.R.  1561 
contained  figures  for  both  fiscal  year  1996  and  fiscal  year  1997. 
Our  assumptions  would  have  tracked  those  assumptions  in  our 
"Views  and  Estimates"  letter. 

Mr.  Berman.  And  did  the  150  number  track  those  assumptions? 

Mr.  Kirk.  Correct.  We  generated  function  150  numbers  for  both 
fiscal  year  1996  and  fiscal  year  1997  last  year  as  part  of  the  Amer- 
ican Overseas  Interests  Act. 

Mr.  Berman.  Thank  you. 

Chairman  Oilman.  Mr.  Roth. 

Mr.  Roth.  Thank  you,  Mr.  Chairman. 

Mr.  Atwood,  let  me  just  say  that,  in  all  truth,  we  are  delighted 
to  see  you  before  our  committee. 

Mr.  Atwood.  Thank  you,  sir. 

Mr.  Roth.  We  are  always  glad  to  have  you  here. 

The  numbers  that  I  was  using  before  on  these  various  pages,  this 
$110  million  increase  and  then  approximately  $30  million,  increase 
in  operating  expenses,  are  those  correct  figures? 

Mr.  Atwood.  I  believe  so,  Mr.  Roth.  I  am  not  sure  I  know  what 
you  are  referring  to,  but  if  you  are  on  the  Congressional  Presen- 
tation document,  they  would  be. 

Mr.  Roth.  Right.  They  are  in  this  document.  So  I  am  assuming 
that  they  are  accurate. 

Mr.  Atwood.  The  total  amount  that  we  are  asking  for  in  operat- 
ing expenses  is  $495  million. 

Mr.  Roth.  That  is  almost  half  a  billion  dollars  in  operating  ex- 
penses. Is  that  right? 

Mr.  Atwood.  That  is  right.  It  is  approximately  10  percent  or  less 
of  our  budget,  which  is  very  good  overhead  rate. 

Mr.  Roth.  Yes.  Oolly,  you  know,  over  on  the  floor  we  have  been 
arguing  for — not  arguing,  but,  well,  in  some  cases,  we  have — for  a 
number  of  weeks  and  on  into  the  night  last  night  trying  to  get  a 
budget  worked  out.  And  when  we  see  increases  like  this,  it  is  dif- 
ficult for  us  to  justify  it  when  we  are  making  so  many  cuts  in  other 
areas. 

Mr.  Atwood.  Mr.  Roth,  this  is  not  an  increase  in  overall  avail- 
abilities for  OE  use,  as  I  tried  to  point  out  earlier.  This  is,  obvi- 
ously, a  portion  of  what  it  is  we  use  for  operating  expenses.  There 
is  a  small  amount  of  money  that  we  derive  from  trust  funds.  For 
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FY  1997,  using  the  money  from  OE  appropriations,  trust  funds  and 
other  resources  available,  our  projected  budget  shows  a  $25  million 
decrease  from  FY  1996. 

But  I  hope  that  you  will  be  able  to  see  the  fact  that  we  have  in- 
creased expenses  which  make  it  impossible  for  us  to  operate  at  the 
same  staff  levels  as  we  did  last  year. 

Mr.  Roth.  You  know,  some  of  our  newest  Members  in  Congress 
always  say:  Only  in  Washington  do  you  have  a  $150  million  in- 
crease and  people  saving  it  is  not  an  increase.  So  sometimes  we 
have  to  be  sensitive  about  that. 

For  example,  the  chairman  talked  about  management  problems. 
Golly,  we  increased  one  mission  to  what?  From  30  people  to  120 
people?  That  is  a  huge  increase.  I  think  any  time  you  have  an  in- 
crease like  that,  you  are  going  to  have  a  problem,  are  you  not? 

Mr.  Atwood.  Mr.  Roth,  you  know  I  have  announced  a  reduction 
in  force,  something  that  I  was  very  hesitant  to  do,  because  the  like- 
lihood is  we  are  going  to  lose  some  of  our  best  people. 

But  that  reduction  in  force  alone  is  going  to  cost  us  over  $10  mil- 
lion. It  will  save  the  government  $22  million,  but  it  is  going  to  cost 
us  money  that  we  have  to  put  in  our  budget. 

To  close  missions,  we  have  to  pay  severance  pav  to  all  of  the  em- 
ployees. We  have  to  operate  under  the  laws  of  the  countries  in 
which  we  work.  So  it  costs  money  to  shut  down. 

You  are  seeing  some  reflection  of  that  in  the  budget.  And  to  the 
extent  that  you  want  us  to  shut  down,  I  think  you  probably  should 
commend  us  for  asking  for  more  money  in  order  to  do  it. 

Mr.  Roth.  Yes,  I  know.  But  I  am  talking  about  where  we  in- 
creased the  mission  in  one  country  from  30  to  120. 

Mr.  Atwood.  I  do  not  know  what  country  you  are  referring  to, 
Mr.  Roth.  There  is  probablv  a  good  reason  for  that. 

Mr.  Roth.  It  is  South  Africa. 

Mr.  Atwood.  Yes,  that  is  right,  because  of  the  priority  that  we 
attached  to  that  in  our  foreign  policy.  We  are  now  handling  some 
$200  million  a  year  in  terms  of  the  budget.  If  we  did  not  have  the 
people  there  to  handle  it,  you  would  be  on  our  backs  about  account- 
ability I  am  afraid.  Maybe  not  you,  but  the  GAO  would  be,  I  can 
assure  you. 

Mr.  Roth.  Well,  we  have  got  the  housing  guarantee  program,  for 
example.  Just  to  finish  up,  because  my  time  is  coming  to  end,  we 
are  told  that  on  September  30th,  1994,  we  were  holding  $490  mil- 
lion in  bad  debts  where  23  countries  refuse  to  make  payments  on 
their  loans  which  you  guaranteed. 

Of  this  $409  million,  how  much  have  we  collected? 

Mr.  Atwood.  I  will  tell  you  that  one  of  the  things  that  we  have 
been  able  to  do  as  part  of  our  reform  efforts  is  to  try  to  get  at  that 
problem  of  recovering  amounts  owed  to  the  agency.  And,  one  that 
is  not  just  a  housing  guaranty  program  issue.  That  is  a  very,  very 
old  problem  Those  are  debts  that  were  incurred  back  in  the  50's 
even  before  there  was,  in  many  cases,  an  AID.  The  $409  million 
you  referred  to  in  the  case  of  housing  guarantees  doesn't  represent 
bad  debts.  It's  actually  the  total  of  accounts  receivable.  A  number 
of  countries  who  owed  us  money  on  housing  guaranty  loans  had 
their  payments  rescheduled  under  larger  U.S.  Government 
reschedulings  of  official  debt  under  Paris  Club  arrangements. 
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Now,  with  a  new  financial  management  system,  we  are  able  to 
track  these  loans;  and  we  are  even  able  to  deduct  the  governments 
for  money  owed.  We  were  not  able  to  do  it  before. 

It  is  still  difficult  to  track  all  of  it.  But  we  are  at  the  point  now, 
where  we  are  going  to  be  able  to  run  this  housing  guarantee  pro- 
gram without  any  fear  that  that  U.S.  Government  is  at  risk  in  the 
future.  It  is  an  extremely  important  program,  and  I  hope  that  you 
will  support  it. 

Mr.  Roth.  Thank  you,  Mr.  Chairman. 

Chairman  Oilman.  Mr.  Johnston. 

Mr.  Johnston.  Thank  you,  Mr.  Chairman.  I  am  kind  of  inter- 
ested in  Mr.  Roth's  observation  that  some  of  the  new  members  are 
aghast  at  increasing  funding  by  $150  million  when  the  authoriza- 
tion committee  for  the  Department  of  Defense  increased  their  re- 
quest by  $13  billion  over  what  the  President  had  asked  for. 

Also  some  of  the  reasons  for  downsizing  USAID  was  that  their 
mission  should  be  to  increase  trade,  as  the  French  have  in  the  past. 
At  the  same  time,  they  were  trying  to  dissolve  the  Department  of 
Commerce. 

Let  me  talk  about  Africa.  I  noticed  that  the  President  has  put 
back  for  earmarking,  the  Development  Fund  for  Africa,  which  I  am 
extremely  pleased. 

What  is  the  background  of  that,  if  you  can  tell  me? 

Mr.  Atwood.  Well,  we  wanted  to  underscore  the  fact  that  Africa 
is  really  a  continent  of  real  development  challenge  but  also  tremen- 
dous opportunity  for  the  United  States.  We  thought  it  was  impor- 
tant mainly  for  reasons  that  relate  to  our  position  of  leadership  in 
the  donor  world. 

We  want  the  Europeans,  the  Japanese  and  others  to  understand 
that  we  really  do  underscore  Africa  as  a  major  area  for  develop- 
ment assistance.  And  that  is  one  reason. 

There  are  tremendous  opportunities.  About  a  dozen  countries  al- 
ready have  taken  off  economically,  and  I  have  seen  many  of  them. 
And  yet,  on  the  other  hand,  there  may  be  a  dozen  countries  that 
are  threatened  with  the  prospect  of  failure.  So  the  stakes  are  really 
high. 

The  other  reason  that  we  did  it  was  because  when  Congress 
passed  the  Development  Fund  for  Africa,  they  adopted  legislation 
that  led  us  to  the  kind  of  results-orientation  that  we  were  trying 
to  employ  in  all  areas  of  the  world  today.  And  we  feel  that  the  De- 
velopment Fund  for  Africa  is  an  important  concept.  And  so  we  are 
asking  once  again  for,  I  believe,  $704  million  for  Africa.  It  is  less 
than  we  had  had  prior  to  fiscal  year  1996,  but  it  is  certainly  more 
than  we  are  able  to  spend  in  fiscal  year  1996. 

Mr.  Johnston.  OK.  That  comes  out  to  $1.30  per  person  on  that 
continent.  I  do  not  think  it  is  exorbitant. 

You  have  had  a  tough  year.  Can  you  describe  some  of  the  dif- 
ficulties you  experienced  vis-a-vis  a  continuing  resolution? 

Mr.  Atwood.  Well,  the  major  difficulty,  of  course,  was  the  uncer- 
tainty of  operating  for  half  the  year  without  an  appropriation. 

We  feel  pleased  that  we  were  able,  finally,  to  get  an  appropria- 
tion; and,  until  at  least  late  last  night,  when  an  agreement  was 
reached,  many  other  government  agencies  have  been  operating 
without  one. 
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There  is  at  least  more  predictability  in  having  one,  but  the  un- 
certainty, at  a  time  when  you  are  putting  your  own  staff  through 
internal  reforms,  makes  it  really  difficult  to  manage  in  a  cost-effec- 
tive way. 

Mr.  Johnston.  Mr.  Atwood,  I  know  you  will  not  consider  this  a 
friendly  question  because  I  am  going  to  quote  from  the  latest  brief- 
ing from  CRS  dated  April  16,  "Foreign  Policy  Agency  Reorganizes." 
I  am  not  sure  if  you  have  even  had  a  chance  to  see  it. 

But,  in  effect,  what  they  are  doing  is  giving  the  present  Congress' 
rationale  for  dissolving  USAID,  and  I  will  read  that.  Remember,  do 
not  shoot  the  messenger  here: 

"Underlying  congressional  proposals  to  terminate  USAID  is  the 
view  that,  as  an  independent  agency,  USAID  lies  outside  the  core 
foreign  policy  establishment.  As  such,  its  programs  cannot  always 
be  utilized  effectively  by  the  Secretary  of  State  as  a  tool  promoting 
the  highest  U.S.  national  interests. 

"Moreover,  the  agency,  from  this  perspective,  is  a  maze  of  bu- 
reaucratic regulations  that  impedes  the  implementation  of  sustain- 
able development  projects  by  private  and  non-governmental  organi- 
zations. 

"Further  Senator  Helms — gosh,  I  have  disclosed  who  said  this — 
believes  that  the  mission  of  USAID  could  be  pursued  with  a  much 
smaller  staff  in  Washington.  His  original  plan  called  for  the  elimi- 
nation of  all  75  AID  missions  and  representational  offices  around 
the  world,  staffed  by  nearly  1,000  Americans.  With  $340,000  being 
the  average  cost  of  posting  each  agency  employee,  direct  hire 
abroad,  the  amount  of  savings  could  be  substantial." 

Could  you  comment  on  that  friendly  observation? 

Mr.  Atwood.  I  would  be  happy  to.  I  have  heard  this  charge  that 
we  somehow  lie  outside  the  core  of  our  foreign  policy  establish- 
ment. I  work  for  the  Secretary  of  State.  I  attend  his  meetings  al- 
most on  a  daily  basis.  I  believe  that  our  foreign  aid  programs  are 
fully  consistent  with  our  foreign  policy. 

I  have  never  seen  anyone,  despite  that  charge,  ever  provide  any 
evidence  to  that  fact.  Ajid  I  think  it  is  important  that  we  have  an 
independent  voice  for  development  because  I  worked  at  the  State 
Department,  I  have  been  an  assistant  secretary,  an  undersecretary, 
and  a  foreign  sei^ice  officer;  and  I  can  tell  you  that  the  mission  of 
the  State  Department  is  to  handle  today's  problem. 

And  if  you  can  get  your  hands  on  resources,  especially,  in  this 
resource-starved  period,  you  will  grab  it  for  today's  problem.  And 
that  means  that  you  will  never  be  rid  of  today's  problems,  because 
we  need  to  invest  in  crisis  prevention  and  in  long-term  develop- 
ment. 

And  that  is  why  I  believe  USAID  was  created  as  a  separate  agen- 
cy and  why  it  has  a  separate,  very  different  professional  core  of 
workers.  We  are  not  a  maze  of  bureaucracy  any  longer.  I  think  that 
that  charge  might  have  been  levied  a  few  years  ago.  It  is  unfair 
today.  And  I  think  that  that  has  been — even  George  Ferris,  as 
Bush's  head  of  a  commission,  looked  at  AID — along  with  Jack 
Kemp's  brother  and  several  others — and  said  this  is  the  most  re- 
markable transformation  that  an  agency  of  government  has  gone 
through,  and  that  this  does  not  exist  any  more,  and  that  he  does 
not  support  merging  USAID  with  the  State  Department. 
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So  I  think  that  this  information  is  dated.  The  opinions  are  not. 
But  the  information  in  which  those  opinions  are  based  is  certainly 
dated.  And  I  beheve  our  field  missions  are  the  heart  of  what  we 
do.  That  is  why  we  were  able  to  do  things  to  influence  the  World 
Bank  and  other  donors  because  we  know  more  about  what  is  going 
on  in  the  other  countries  than  other  donors. 

Mr.  Johnston.  George  Ferris  no  longer  recommends  the  merger? 

Mr.  Atwood.  That  is  right. 

Mr.  Johnston.  OK.  CI^  should  know  that,  if  you  would,  Mr.  At- 
wood. 

Thank  you  very  much. 

Chairman  Oilman.  Thank  you,  Mr.  Johnston. 

I  want  to  commend  the  gentleman  from  Florida,  and  I  want  the 
gentleman  to  know  that  I  am  prepared  to  work  with  him  to  return 
to  a  Development  Fund  for  Africa  as  we  had  in  the  Overseas  Inter- 
est Act.  We  are  going  to  miss  his  expertise  on  this  committee. 

Mr.  Smith. 

Mr.  Smith.  Thank  you  very  much,  Mr.  Chairman. 

Mr.  Atwood,  welcome  to  the  committee.  I  appreciate  your  testi- 
mony and  the  comments  that  have  been  made  by  you  with  regard 
to  the  difficult  year  that  has  just  passed. 

I  have  four  questions  that  1  would  like  to  ask,  and  in  the  interest 
of  keeping  within  the  5  minutes,  I  will  just  lay  them  out  and  ask 
the  distinguished  administrator  to  respond  to  them. 

The  first  has  to  do  with  child  survival  and  diseases.  As  I  think, 
you  know,  Mr.  Chairman,  ever  since  Gus  Yatron  created  the  Child 
Survival  Fund  back  in  the  early  1980's,  every  year  the  current  Ad- 
ministration tried  to  zero  it  out.  Over  the  years,  I  have  offered 
amendments  to  double  the  fund  to  $50  million  and  have  been  doing 
it  ever  since.  I  did  it  again  last  year  during  your  markup. 

In  the  appropriations  bill,  approximately  $480  million  is  slated 
for  child  survival  programs  and  diseases.  And,  not  surprisingly,  it 
is  not  included  as  a  line  item  in  this  year's  budget,  and  previous 
Administrations  have  done  that  as  well. 

One  of  the  things  that  I  would  ask,  Mr.  Atwood,  is  if  you  could 
give  us  an  analysis  of  what  is  being  done  with  that  money  and 
what  is  being  planned. 

On  tropical  diseases,  an  issue  that  I  raised  separately  during 
consideration  of  our  bill  last  year,  I  had  met  with  Arturo  Godell, 
the  director  of  special  programs  for  research  and  training  for  tropi- 
cal diseases  with  WHO.  I  got  a  very  detailed  analysis  as  to  what 
would  have  to  be  done  to  eradicate  river  blindness,  leprosy,  and 
tropical  diseases.  Leprosy  claims  10  to  12  million  victims  currently; 
river  blindness,  over  17  million;  and  tropical  diseases,  in  toto, 
about  500  million.  Yet  we  spend  about  3  percent  of  our  health  re- 
sources in  combating  these  incredibly  debilitating  and  often  lethal 
diseases. 

Much  can  be  done.  Regrettably,  there  seems  to  be  a  lack  of  global 
will  to  really  eradicate  these  diseases.  There  has  been  an  unbeliev- 
able impact  on  African  people.  And  we  have  very  few  dollars  miti- 
gating the  devastating  impacts  at  a  time  when  we  could  eliminate 
at  least  two  of  those,  mat  is,  leprosy  and  river  blindness. 

Also,  if  you  could  touch  on  the  issue  of  what  is  being  done  vis- 
a-vis Chernobyl.  I  held  a  hearing  on  that  with  the  Helsinki  Com- 
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mission,  which  I  chair,  2  days  ago,  Mr.  Chairman.  As  a  matter  of 
fact,  it  was  simultaneous  with  your  hearing  on  Bosnia,  so  I  had  to 
miss  that.  But  we  heard  from  the  ambassadors  from  Belarus,  the 
ambassador  of  the  Ukraine,  and  other  experts  who  testified  as  to 
the  surge — which  has  not  peaked — in  cancer,  particularly  those 
cancers  that  are  going  to  affect  children.  Thyroid  cancer  is  growing. 

The  area  of  contamination — there  is  a  core  area,  but  there  is  also 
a  larger  area — roughly  eight  times  the  size  of  my  own  State  of  New 
Jersey.  People  have  been  affected,  and  cancer  is  going  to  increase 
as  the  years  go  by. 

There  are  some  15  Chernobyl-type  reactors  still  in  use  which 
means  that  a  crisis  like  that  could  occur  at  any  time.  And  as  we 
all  know,  the  Chernobyl  reactor  remains  in  operation,  except  for 
Reactor  Number  4.  The  G-7  and  the  Ukraine  agreed  to  try  to  shut 
that  down  by  the  year  2000.  But  they  also  made  a  plea  for  en- 
hanced humanitarian  assistance  because  so  many  children  and  so 
many  people  have  been  badly  affected  by  that  release  of  radiation, 
which  was  some  200  times  the  amount  that  was  released  as  a  re- 
sult of  Hiroshima  and  Nagasaki  combined. 

I  would  also  ask  you  to  comment  on  the  June  International  Con- 
ference on  Forced  Migration  and  the  Newly  Independent  States.  As 
we  all  know,  Russia  and  the  other  Independent  States  are  having 
tremendous  difficulty  reassimilating  many  of  those  people  who 
would  like  to  come  back. 

What  are  AID's  plans  for  helping  those  people,  especially  in  light 
of  that  conference,  which  will  take  place  in  June? 

And,  finally,  with  regard  to  Guatemala,  I  was  recently  in  Guate- 
mala, met  with  President  Arsu.  He  has  tried — and  I  think  it  is  very 
heroic  and  a  very  honest  attempt — to  throw  out  the  human  rights 
abusers.  He  got  rid  of  a  number  of  generals,  a  number  of  colonels, 
in  excess  of  100  military  and  police  officers.  He  is  very  close  to  an 
agreement  with  regard  to  peace  with  the  guerillas. 

And  when  I  was  there,  our  own  ambassador  made  an  impas- 
sioned plea  for  ICCITAP  funds  and  other  funds.  And  I  noticed  in 
your  submission,  you  would  like  to  see  the  aid  go  up  to  $25  million. 

What  would  be  done  with  that  aid,  if  that  is  provided? 

Mr.  Atwood.  Well,  thank  you,  Mr.  Smith.  And  I  have  always 
very  much  appreciated  the  support  that  you  give  us,  particularly 
in  the  child  survival  areas  and  others.  We  have  had  our  differences 
over  population  matters,  but  you  are  basically  a  supporter  and  a 
reflection,  I  think,  of  the  values  of  the  American  people  when  it 
comes  to  their  concern  about  humanitarian  matters. 

Let  me  just  say  with  respect  to  child  survival,  we  did  not  ask  for 
the  child  survival  account;  but,  as  we  have  discussed  reasons  for 
that,  the  Administration  does  not  like  to  ask  for  separate  accounts, 
except  in  extraordinary  circumstances.  And  we  would  hope  that  we 
would  be  able  to  spend  a  good  deal  of  our  resources  on  such  pro- 
grams as  a  micronutrient  program  on  orphans,  on  polio  eradication, 
on  diarrheal  disease  control,  acute  respiratory  infections  which  are 
killing  more  people  than  ever  before,  and  a  whole  series  of  other 
things.  And  I  will  be  able  to  supply  that  for  the  record  along  with 
the  amounts  that  we  would  like  to  spend  on  the  child  survival  pro- 
gram, if  that  would  be  helpful. 
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Mr.  Smith.  If  you  could  also,  Mr.  Administrator,  include  what 
would  be  slated  for  the  tropical  disease  effort. 
The  table  supplied  by  Mr.  Atwood  appears  below. 

The  following  are  estimates  of  the  Agency's  FY  96  and  FY  97 
funding  for  malaria,  onchocerciasis  (river  blindness),  schistosomia- 
sis and  other  tropical  diseases: 

MALARIA  AND  OTHER  TROPICAL  DISEASES 


FY  96 

FY  97 

Malaria 
Onchocerciasis 
Schistoeomiasis 
Other  tropical  diseases 

Total 

$17,278,000 
3,500,000 
4,500,000 
4,533,000 

$29,811,000 

$15,972,000 
3,500,000 
4,500,000 
5,392,000 

$29,364,000 

Mr.  Atwood.  Absolutely. 

Mr.  Smith.  Because  I  do  think  there  was  a  broad  bipartisan  sup- 
port on  this  committee  and  in  the  House,  at  least,  to  make  this  a 
priority,  especially  since  so  many  people  are  hurt. 

Mr.  Atwood.  Absolutely.  Yes,  sir. 

I  would  also  say  that  I  received  a  call  the  other  day  from  Presi- 
dent Carter,  who  is,  as  you  know,  starting  a  new  fund  on  river 
blindness.  We  have  been  the  No.  1  donor  in  the  world  through  the 
World  Bank  to  provide  resources  for  the  river  blindness  problem. 
And  I  certainly  agree  with  you  that  it  is  a  serious  problem,  and  we 
are  going  to  be  able  to  facilitate  some  shifting  of  money  to  help  in 
President  Carter's  effort  as  well. 

On  the  Chernobyl  problem,  I  do  not  think  that  there  is  a  more 
glaring  example  of  what  communism  brings  to  its  people  than 
Chernobyl  and  the  aftereffects.  To  imagine  that  they  would  allow 
this  to  happen  and  never  tell  their  people,  except  for  their  Com- 
munist party  officials,  that  they  ought  to  get  their  children  indoors, 
all  of  those  officials  knew  enough  to  get  their  children  indoors,  or 
to  move  out  of  that  area,  but  the  rest  of  them  were  allowed  to  be 
exposed. 

And  I  have  personally  visited  the  children's  ward  in  the  hospital 
in  Kiev  where  I  have  seen  many  of  the  victims,  the  children  that 
are  suffering.  It  is  a  program  that  we  are  sponsoring.  I  do  not  know 
the  exact  amount,  but  we  are  providing  money  to  help  the  victims 
of  Chernobyl.  And  I  will  be  happy  to  provide  that  for  the  record  as 
well. 

[The  following  was  supplied  by  Mr.  Atwood:] 

Funds  the  USG  is  Providing  the  Victims  of  Chernobyl 

For  the  10th  anniversary  observance  of  the  Chernobyl  nuclear  power  plant  explo- 
sion, the  USG  will  deliver  15.3  million  dollars  worth  of  humanitarian  assistance  di- 
rected at  the  victims  of  this  disaster.  The  major  U.S.  private  donors  have  provided 
$5.3  million  to  the  Chernobyl  Relief  Mission. 

Since  1992  the  USG  has  provided  humanitarian  assistance  for  the  vulnerable  seg- 
ments of  society  in  Ukraine,  Belarus  and  Moldova  aimed  at  the  elderly,  children, 
the  disabled,  and  victims  of  Chernobyl.  The  assistance  has  amounted  to  $371.1  mil- 
lion where  Ukraine  received  $212.1  million,  Belarus  received  $94.4  million  and 
Moldova  received  $64.6  million. 
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I  believe  that  the  international  conference  you  mentioned  on  mi- 
gration is  being  supported  out  of  our  State  Department  refugee's 
account.  But  I  will  provide  that  information  in  more  detail. 

[The  information  supplied  by  Mr.  Atwood  appears  below:] 

CIS  Conference  on  Refugees  and  Migrants 

The  "CIS  Conference  on  Refugees  and  Migrants"  will  take  place  in  Geneva,  Swit- 
zerland on  May  30-31,  1996.  It  is  being  held  by  the  U.N.  High  Commissioner  for 
Refugees  (UNHCR),  the  International  Organization  for  Migration  (lOM),  and  the 
Organization  for  Security  and  Cooperation  in  Europe  (OSCE).  The  conference  is  a 
response  to  a  1994  U.N.  General  Assembly  resolution  (UNGA  49/173)  which  called 
on  the  UNHCR  to  convene  a  conference  no  later  than  1996  to  address  the  problems 
of  refugees,  displaced  persons,  other  forms  of  involuntary  displacement  and  return- 
ees in  the  Commonwealth  of  Independent  States  (CIS)  and  relevant  neighboring 
States. 

The  U.S.  delegation  will  be  led  by  Ms.  Phyllis  Oakley,  Assistant  Secretary  for  the 
Department  of  State's  Bureau  for  Population,  Refugees,  and  Migration  (State/PRM). 
State/PRM  provided  a  grant  of  $470,000  to  UNHCR  and  lOM  for  the  Joint  Con- 
ference Secretariat.  As  of  April,  a  total  of  $790,000  had  been  pledged  by  other  do- 
nors. On  May  8,  it  was  announced  at  the  Preparatory  Conference  in  Minsk,  Belarus, 
that  the  Swiss  Federation  would  pledge  an  additional  SFR  $250,000. 

Obviously  it  is  a  very  important  conference  in  June,  and  we  want 
to  be  there.  It  is  a  serious  problem  in  that  entire  region.  It  relates, 
obviously,  to  some  extent,  to  instability  in  the  region;  but  it  also 
relates  to  the  war  and  the  Chechens,  and  the  war  in  Bosnia. 

I  am  pleased  that  you  visited  Guatemala.  We  have  been  very 
pleased  with  some  of  the  actions  that  President  Arzu  has  taken.  He 
has,  I  think,  been  very  forthright  in  dealing  with  the  human  rights 
abusers.  We  feel  that  the  justice  system  is  an  extremely  important 
aspect  of  our  program  there.  We  have  worked  on  it  for  years.  We 
have  been  concerned  that  the  courts  are  overly  politicized  in  Guate- 
mala, that  there  is  a  system  of  justice  for  one  part  of  the  popu- 
lation and  another  for  the  other  part  of  the  population. 

We  need,  obviously,  to  encourage  them  as  they  begin  to  look  out 
to  the  rest  of  the  world  to  join  the  world  community  and  to  raise 
their  standards  to  those  levels.  A  lot  of  our  program  is  going  to  be 
working  with  the  indigenous  people  of  Guatemala  who  have  been 
traditionally  left  out  of  the  development  efforts  of  the  government 
itself. 

I  just  heard  a  report  from  someone  who  was  in  Guatemala  re- 
cently about  the  very  creative  education  program  that  we  are  doing 
there.  He  said  he  stopped  into  some  schools  without  notifying  any- 
one that  he  was  coming,  and  it  was  the  kind  of  school  experience 
that  he  would  not  even  mind  having  his  own  children  attend. 

So  we  are  doing,  I  think,  creative  work  in  Guatemala.  We  would 
like  to  continue  to  do  that  at  the  levels  we  have  requested. 

Thank  you,  Mr.  Smith. 

Chairman  Giijvian.  Thank  you,  Mr.  Atwood. 

Mr.  Hastings. 

Mr.  Hastings.  Thank  you  very  much,  Mr.  Chairman.  And  thank 
you,  Mr.  Atwood,  for  your  presentation.  I,  Mr.  Chairman,  take  just 
a  little  bit  of  a  different  tact  than  some  of  what  I  heard  earlier 
from  some  of  our  colleagues;  and  I  think  that  Mr.  Atwood  and  his 
administrative  staff  and  those  who  work  with  him  should  be  com- 
mended for  bringing  real  and  meaningful  change  to  the  USAID 
Agency. 
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I  was  sitting  here  writing,  Mr.  Chairman,  and  I  was  thinking  of 
the  times  that  I  have  visited,  in  the  short  time  that  I  am  in  Con- 
gress, the  missions  of  AID  around  the  world  and  the  extraordinary 
work  that  they  do  in  the  field  that  allows,  among  other  things,  for 
private  businesses  and  individuals  to  benefit  immensely  as  a  result 
of  their  work. 

Now,  Brian  Atwood  and  his  staffers  have  reduced  USAID  lit- 
erally by  thousands  of  people  and  closed  dozens  of  missions,  some 
of  which  I  disagreed  with  vehemently.  And  Brian  and  his  staff 
know  that.  And,  therefore,  I  am  appalled  that  the  real  difference 
that  is  being  made  is  being  questioned.  I  think  the  Agency  has 
done  a  good  and  credible  job  in  downsizing  its  presence  responsibly 
and  still  maintaining  America's  foreign  policy  priorities,  despite  the 
pressures  of  reduced  budgets.  And  there  will  be  more,  and  I  recog- 
nize that.  And  obviously  there  is  more  work  to  be  done. 

I  specifically  highlight  South  Africa,  Haiti,  and  Russia.  Mr. 
Chairman,  you  mentioned  them.  I  think  all  of  those  are  glowing 
successes.  And  I  would  agree — although,  I  have  not  seen  nor  been 
privy  to  the  staffs  report  that  recently  visited  South  Africa  and 
turned  up  certain  problems,  that  I  believe  some  of  which  were  ad- 
mitted by  Mr.  Atwood  as  management  mistakes  that  could  be  han- 
dled better,  toward  that  end,  1  recognize  the  immense  successes 
that  have  gone  on. 

I  for  one  will  support,  although  I  am  not  in  the  Senate  or  have 
anything  to  say  about  it,  but  I  will  support  Cap  Dean's  appoint- 
ment to  yet  another  position  after  26  years  of  work,  4  years  he  will 
have  concluded  in  South  Africa,  3  of  those  years  in  some  of  the 
most  difficult  and  halcyon  circumstances. 

Toward  that  end,  I  just  am  puzzled  how  anyone  could  look  at  the 
progress  that  has  been  made  in  places  like  South  Africa  and  Haiti 
and  continue  to  find  fault  with  America's  support  for  democracy 
and  free  markets  abroad. 

I  have  but  one  question,  and  I  would  like  to  ask  you,  Mr.  Atwood: 
Did  you  identify,  referring  specifically  to  South  Africa,  issues  at  the 
USAID  Mission  that  you  determined  to  be  handled  better?  And 
were  those  issues  addressed?  And  if  so,  how  so? 

Mr.  Atwood.  Yes,  Mr.  Hastings.  When  Mr.  Sherwin  went  over 
to  look  at  the  situation  in  July  1994,  he  felt — and  a  memorandum 
to  this  effect  was  signed — that  we  should  be  more  open  about  our 
requests  for  proposal  assistance,  that  we  were  not  giving  enough 
publicity  to  the  fact  that  we  had  proposals  that  were  out  there  and 
that  we  were  at  risk  in  light  of  that  of  being  accused  of  favoritism 
toward  certain  NGO's,  and  not  others. 

A  year  later,  not  enough  had  been  done  in  that  area.  And  so  he 
wrote  a  very  critical  letter.  And  I  think  the  committee  has  a  copy 
of  that  letter.  But  in  any  case,  I  think  he  was  doing  his  job  from 
Washington. 

Cap  Dean's  point  of  view  is  that  during  this  year,  we  shifted 
from  an  entirely  NGO  program  over  to  a  government/NGK)  pro- 
gram, and  we  had  a  lot  less  money  to  spend  on  NCX)'s.  So  he  felt 
that  if  he  put  out  a  lot  of  public  statements,  public  advertisements, 
for  soliciting  proposals  that  we  would  have  been  swamped  and  we 
would  have  created  almost  a  foreign  policy  problem  within  South 
Africa.  So  there  was  a  mitigating  circumstance  there  that  was  not 
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considered  by  Mr.  Sherwin's  letter  but  was  considered  by  subse- 
quent responses  to  it. 

That  is  the  nature  of  management.  You  are  moving,  you  know, 
back  and  forth,  trying  to  find  the  right  answer  to  these  problems, 
while  at  the  same  time  concentrating  on  making  sure  your  mission 
is  achieving  results. 

And  I  think  that  Cap  Dean  and  John  Hicks  acted  responsibly  at 
all  times  in  this.  There  were  mistakes  made.  They  themselves, 
when  they  testified  before  the  Foreign  Relations  Committee,  admit- 
ted some  of  those  mistakes.  But  they  were  really  minor  compared 
to  the  achievements  that  were  reached.  And  that  is  why  I  think 
that,  in  any  given  USAID  program,  I  do  not  care  what  country  or 
what  agency,  you  can  find  problems,  because  this  is  a  real  com- 
plicated business.  But  I  think  you  have  to  keep  the  big  picture  in 
mind. 

Mr.  Hastings.  I  thank  you  very  much.  And  I  said  I  would  have 
but  one  question,  but  since  I  have  a  little  more  time:  When  you 
took  office,  Mr.  Atwood,  can  you  give  me  a  rough  estimate  of  how 
many  personnel  USAID  has  cut  and  in  your  judgment  what  na- 
tional savings  has  been  made  as  a  result  of  that? 

Mr.  Atwood.  Yes.  When  we  took  office,  the  overall  staff  of  AID 
was  11,500.  We  are  down  now  to  8,700  employees.  And  we  are 
going  to  have  to  go  down  to  probably  around  8,000  by  the  end  of 
fiscal  year  1997,  in  any  case,  with  200  of  those  being  direct-hire 
Americans.  I  hope  no  more. 

We  have  some  really  serious  problems.  We  have  a  shortfall  in  the 
amount  of  operating  expense  money  that  we  are  going  to  have.  We 
have  a  GAO  team  that  is  at  AID  now.  And  I  welcome  this  because 
I  know  that  when  an  agency  comes  up  here  and  says  we  do  not 
have  enough  money  to  get  through  the  year,  we  have  a  credibility 
problem,  because  naturally  we  are  going  to  have  an  interest  in  ask- 
ing for  more. 

Last  year  when  the  GAO  team  came,  they  confirmed  that  we 
needed  $495  million  to  get  through  the  year.  We  only  got  $490  mil- 
lion fi-om  the  Congress,  and  so  we  have  had  to  take  extraordinary 
measures,  freeze  personnel  and  travel  and  everything  else.  We  can- 
not keep  operating  that  way  and  do  an  effective  job.  We  are  going 
to  have  an  accountability  problem  if  we  keep  operating  that  way, 
which  is  why  we  have  taken  a  step  of  announcing  a  RIF.  It  is  not 
a  step  that  I  wanted  to  take. 

So  we  have  that  GAO  team  back.  I  am  delighted  they  are  there 
because  they  will  confirm  what  our  needs  are.  And  they  will  con- 
firm what  our  needs  are  with  respect  to  a  new  building,  because 
we  have  got  to  move  out  of  the  building  we  are  in  now.  We  do  not 
have  anywhere  to  go.  We  have  been  told  by  the  Congress  in  fiscal 
year  1996  that  we  cannot  move  into  the  Ronald  Reagan  Federal 
Triangle  building  using  FY  1996  appropriations. 

Mr.  Hastings.  That  is  to  your  ever-lasting  credit.  But  go  ahead. 

Mr.  Atwood.  No,  I  am  not  sure  of  that.  But  we  have  to  move 
somewhere  because  our  building  has  to  be  repaired.  As  a  result  of 
a  plan  that  was  initially  considered  in  1987,  there  was  an  effort  by 
both  State  and  USAID  to  try  to  consolidate  all  of  these  buildings 
we  have.  We  have  11  buildings.  State  Department  has  24  build- 
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ings.  That  does  not  make  any  sense.  It  does  not  save  the  taxpayer 
moneys  when  we  are  spread  all  over  the  place. 

So  we  have  got  to  try  to  do  what  we  can  to  resolve  that  problem, 
and  we  are  in  consultations  with  the  Congress  on  how  to  get  out 
from  under  that  problem. 

Mr.  Hastings.  Thank  you,  Mr.  Chairman. 

The  Court.  The  gentleman's  time  has  expired.  Thank  you,  Mr. 
Hastings. 

We  are  going  to  refer  your  problem  to  HUD's  Homeless  Agency. 

Mr.  Atwood.  Thank  you,  sir.  I  appreciate  it. 

Chairman  GiLMAN.  Mr.  Manzullo. 

Mr.  Manzullo.  Thank  you  very  much,  Mr.  Chairman. 

Mr.  Atwood,  I  want  to  commend  your  perseverance.  I  also  want 
to  commend  your  accessibility  to  members.  I  recall  several  months 
ago  when  we  were  going  through  excising  programs  on  the  scholar- 
ship programs  and  exchange  programs  that  you  called  my  office — 
and  I  cannot  recall  if  you  had — and  discussed  the  matter.  But  I 
was  impressed  with  the  fact  that  somebody  would  take  the  time  to 
pick  up  the  phone  and  try  to  resolve  something.  And  I  assure  you 
that  your  accessibility  is  appreciated. 

I  wanted  to  ask  you  a  question  about  Indonesia,  if  you  are  famil- 
iar with  the  group  called  the  Indonesia  Forum  for  the  Environ- 
ment. It  is  called  WALHI,  W-A-L-H-I. 

Mr.  Atwood.  Yes,  I  am. 

Mr.  Manzullo.  Does  that  organization  receive  any  USAID 
funds? 

Mr.  Atwood.  Yes,  it  has.  It  has. 

Mr.  Manzullo.  How  much  do  they  receive? 

Mr.  Atwood.  I  am  sorry.  It  is  a  small  amount.  I  would  have  to 
get  that  for  the  record.  I  do  not  have  it  off  the  top  of  my  head. 

Mr.  Manzullo.  Do  you  have  an  estimate  when  you  say  small 
amount? 

Mr.  Atwood.  Anybody  have  an  estimate? 

Mr.  Manzullo.  Anybody. 

Mr.  Atwood.  Maybe  a  million  dollars  over  several  years.  Maybe 
that  is  too  much.  I  would  imagine  for  a  small  NGO,  that  it  is  less 
than  that. 

[The  answer  submitted  by  Mr.  Atwood  follows:] 

USAID  has  provided  $1.3  million  over  the  period  1984-1997  or  about  $100,000 
per  year. 

Mr.  Manzullo.  Well,  the  reason  I  bring  that  up  is  that  when  you 
state  on  page  5  of  your  statement  where  you  say,  "The  fat  is  long 
gone.  Any  cuts  from  the  budget  request,  especially  operating  ex- 
penses, will  not  simply  cut  into  muscle  but  will  dismember  USAID 
and  permanently  diminish  our  capability  to  act,"  was  that  WALHI 
engaged  in  a  lobbying  effort  to  get  OPIC  to  drop  its  guarantees  for 
Freeport-McMoran  &  Company,  which,  as  you  know  was  involved 
in  a  gold  mining  enterprise?  And  they  are  in  Indonesia. 

And  laying  aside  the  policy  considerations  of  whether  or  not 
there  should  have  been  an  expansion  for  continuation  into  gold 
mining,  do  you  find  it  appropriate  for  USAID  to  give  money  to  one 
organization  which  turns  right  around  and  lobbies  another  arm  of 
the  Federal  Government  not  to  give  aid  in  the  form  of  guarantees? 
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Is  that  really  an  appropriate  role,  appropriate  use  of  the  money 
that  USAID  is  giving? 

Mr.  Atwood.  I  am  really  delighted  you  asked  the  question,  be- 
cause I  have  been  so  frustrated  for  so  long  because  we  have  not 
had  an  opportunity  to  get  into  this  issue. 

Mr.  Manzullo.  Knowing  me,  you  knew  I  would  raise  something 
like  that. 

Mr.  Atwood.  No,  no.  It  is  not  you  that  I  am  concerned  about.  I 
appreciate  the  opportunity  you  have  given  me  because  Mr.  Moffet 
of  Freeport-McMoran  has  made  allegations  that,  because  I  am  the 
chairman  of  OPIC,  that  I  had  something  to  do  with  his  risk  insur- 
ance being  cut  off. 

What  I  can  say  to  you  about  that  is  that  the  board  of  OPIC  gives 
the  authority  to  the  staff  to  make  decisions  with  respect  to  tech- 
nical matters  of  that  type  because  they  do  not  want  to  be  accused 
of  any  conflict  of  interest.  So  the  staff  took  that  action  without  the 
Board's  knowledge,  even  though  I  am  the  chairman,  and  I  want  to 
make  sure  for  the  record  that  people  understand  that. 

With  respect  to  WALHI  itself,  it  is  a  non-governmental  organiza- 
tion that  is  pushing  for  environmental  standards  within  Indonesia. 
What  it  did  was  not  to  lobby  against  Freeport.  What  it  did  was 
simply  to  take  to  the  Indonesian  courts  a  case  indicating  that  the 
activities  of  Freeport  on  this  mountain  in  this  gold  mine,  that  the 
side  effects,  the  residue  of  the  gold  mines,  called  tailings  "might  be 
toxic".  They  did  not  say  they  were.  They  said  that  they  thought  it 
might  be  a  violation  of  Indonesian  law. 

The  courts  decided  that  they  were  wrong.  Now  we  did  support 
that  organization  in  order  to  support  civil  society  in  Indonesia.  We 
feel  that  if  we  are  going  to  sustain  economic  growth,  we  have  got 
to  support  civil  society  and  people  exercising  their  rights  within 
their  own  country. 

Mr.  Manzullo.  If  I  may  interrupt,  I  find  it  particularly  disturb- 
ing that  the  U.S.  Government  gives  a  million  dollars — I  will  not 
hold  you  to  the  amount  because  you  are  not  sure.  It  may  be  a  rel- 
atively small  amount,  but  that  is  a  lot  of  money  where  I  come 
from — gives  a  million  dollars  to  an  organization  and  then,  let  us 
face  it,  they  got  involved  in  lobbying  the  U.S.  Government. 

It  sounds  Tike  a  great  party  outside  that  we  are  missing.  Could 
somebody  check  and  see  what  is  going  on  out  there? 

Mr.  Atwood.  I  think  it  is  Freeport-McMoran.  They  have  had 
their  risk  insurance  restored.  So  they  are  celebrating. 

Mr.  Manzullo.  They  must  be  doing  that. 

There  was  an  amicable  resolution  to  this  whole  thing.  And  I  just 
do  not  think,  in  the  opinion  of  this  Congressman,  that  that  is  an 
appropriate  use  of  moneys  to  give  a  million  dollars  when  they  go 
file  a  lawsuit  that  is  baseless.  Then  they  turn  around  and  lobby  the 
U.S.  Government.  It  is  the  U.S.  Government  lobbying  the  U.S.  Gov- 
ernment. Sort  of  a  spy  versus  spy.  And  both  are  paid  for  by  the 
U.S.  Government.  I  just  do  not  think  that  is  appropriate. 

Mr.  Atwood.  Perhaps  you  did  not  hear  what  I  said  before.  They 
did  not  lobby  the  U.S.  Grovernment.  They  were  acting  not  with  our 
money,  because  our  money  was  given  to  them  for  another  purpose. 

Mr.  Manzullo.  I  know.  But  that  is  the  shell  game.  I  know.  Come 
on,  let  us  face  it. 
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Mr.  Atwood.  Shell  game.  We  cannot  tell  an  Indonesian  group 
what  they  can  do  with 

Mr.  Manzullo.  No,  I  understand  that.  But  a  million  dollars  is 
given  to  an  organization;  and  whether  it  was  supposed  to  be  for  an- 
other purpose  or  not,  it  made  possible  the  fact  that  they  could  come 
and  use  their  resources  to  lobby,  that  is  to  influence,  to  try  to  get 
the  U.S.  Government  to  back  off  on  the  OPIC. 

Mr.  Atwood.  But  what  you  are  saying,  I  think,  is  that  we  should 
do — first  of  all,  you  may  question  whether  or  not  it  is  wise  to  sup- 
port civil  society  and  people  in  Indonesia  to  have  the  same  free- 
doms that  we  have  in  this  country.  But  we  could  not  turn  around, 
it  seems  to  me,  and  tell  Indonesian  citizens  that  they  cannot  exer- 
cise what  rights  they  do  have. 

Mr.  Manzullo.  No,  I  understand  that.  But  I  do  not  think  Amer- 
ican taxpayer  dollars  should  be  given  to  an  NGO,  then  they  take 
that  money,  or  segregate  it  into  another  fund,  you  know  that  works 
on  dual  funds  or  treble  funds,  and  then  turn  right  around  and  hire 
their  lobbyists  to  bring — or  their  lawyers  to  bring  a  baseless  law- 
suit in  an  Indonesian  court. 

Then  they  lose  there.  Then  they  come  back  again,  and  they 
lobby — and  I  use  that  word — trying  to  influence  decision  with 
OPIC.  I  mean  OPIC  already  has  its  own  guidelines.  And  there  was 
an  amicable  resolution  after  that.  But  when  you  make  a  statement 
that  the  fat  is  gone,  cuts  from  the  budget  request,  especially,  oper- 
ating expenses,  will  not  simply  cut  into  muscle,  they  will  dis- 
member USAID,  that  is  why  the  members  that  look  upon  this  and 
see  all  the  various  programs  of  USAID  and  say,  look,  there  is  a  lot 
of  room  to  cut. 

And  we  can  go  into  other  things,  for  example,  USAID  was  paid 
for  individuals  in  this  country  to  fly  over  to  South  Africa  for  a  week 
or  2  weeks  to  monitor  elections.  I  mean,  mayors  of  major  cities  and 
people  were  saying,  you  know,  this  is  great,  we  go  over,  and  it  is 
paid  for  by  USAID.  I  think  there  is  a  better  way  to  do  it.  With 
8,000  employees,  you  have  got  enough  people  to  monitor  those  elec- 
tions as  opposed  to  grabbing  people  from  all  over  the  Nation,  flying 
them  over  there,  and  saying,  this  is  great,  we  are  monitoring  the 
elections. 

There  has  to  be  a  lot  more  room  to  cut.  And  what  Mr.  Smith  was 
talking  about  in  dealing  with  river  blindness  and  the  critical  areas 
on  which  he  was  focusing,  that  is  what  USAID  is  about,  not  about 
getting  involved  in  a  lobbying  organization. 

And,  Mr.  Atwood,  I  am  sure  we  will  talk  later  on  on  this  and 
have  the  opportunity  to,  again,  discuss  what  happened  with  this. 

Thank  you  for  your  patience.  I  appreciate  it. 

Mr.  Atwood.  Well,  I  thank  you,  Congressman.  Just  for  the 
record,  I  know  that  Mr.  Mofl'et  believes  that  WALHI  lobbied  OPIC 
to  cause  them  to  make  the  decision. 

I  have  been  absolutely  assured  by  the  president  of  OPIC  that 
they  made  their  decision  based  on  their  own  assessment  of  the  en- 
vironmental damage  that  has  been  done.  They  were  not  even  aware 
at  the  time  that  WALHI  had  taken  this  case  to  an  Indonesian 
court. 
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So  I  just  want  to  make  it  clear  for  the  record  that  this  was  not 
the  reason  that  the  OPIC  decision  was  made,  according  to  the 
president  of  OPIC. 

Chairman  Oilman.  The  gentleman's  time  has  expired.  Thank 
you,  Mr.  ManzuUo. 

Mr.  Payne. 

Mr.  Payne.  Thank  you  very  much. 

Mr.  Atwood,  it  is  good  to  see  you  here.  I  hope  that  a  less  than 
one  million  dollar  grant  out  of  a  $7,881,000  project — I  am  glad  that 
you  know  about  WALHI.  I  mean,  I  am  shocked  and  surprised  that 
you  would  be  that  thoroughly  aware  of  what  is  going  on. 

Mr.  Atwood.  If  you  are  cited  by  name  in  a  full  page  ad  in  the 
New  York  Times,  you  tend  to  pay  attention. 

Mr.  Payne.  I  missed  that  one. 

But  I  would  also  like  to  commend  you  for  the  outstanding  job 
that  you  have  done  in  managing  USAID  and  bringing  it  under  con- 
trol, so  to  speak.  I  would  also  like  to  commend  you  for  a  number 
of  the  projects  that  have  really  gone  ahead.  And,  actually,  I  think 
it  is  a  really  good  example  of  USAID  and  NED — of  course,  which 
I  support,  too — have  been  able  to  impact  the  quality  of  lives  on  peo- 
ple throughout  the  world  when  they  are  able  to  be  encouraged  to 
speak  out  for  their  rights. 

In  all  places  it  does  not  work  out  as  well.  We  saw  in  Nigeria 
when  the  Ogoni  people  complained  about  Shell's  treatment  to  the 
people  in  their  region  and  the  way  that  Shell  Oil  Company  has  dis- 
regarded the  environmental  degradation  that  is  going  on.  There 
was  the  unfortunate  hanging  of  the  nine  Ogoni  people  including 
Ken  Saro-Wiwa. 

At  least  in  Indonesia,  evidently,  there  is  a  system,  a  court  and 
people  are  encouraged.  And  so  I  think  that  the  work  that  USAID 
is  doing  worldwide  in  democratization,  in  development,  the  whole 
ball  of  wax,  is  really  commendable. 

Let  me  just  ask  a  quick  question  in  regard  to  Liberia.  What 
kinds  of  programs  are  you  doing  there?  I  would  be  interested  to 
know  what  USAID  is  involved  in. 

Mr.  Atwood.  Well,  thank  you,  Mr.  Payne.  We  have  had  a  very 
small  program  other  than  a  very  large  humanitarian  relief  effort 
underway  in  Liberia.  The  Carter  Center  has  been  there  to  try  to 
help  the  government  reconciliation  to  work  out  the  situation. 

Unfortunately,  the  situation  has  fallen  to  the  point  of  anarchy. 
In  my  view,  it  is  a  failure  of  the  international  community.  I,  obvi- 
ously, blame  the  individuals  more  than  I  blame  the  international 
community.  There  are  some  real  warlords  in  Liberia  that  have 
managed  to  get  their  own  way. 

Let  me  just  say,  this  is  one  of  the  dangers  of  cutting  the  150  ac- 
count to  the  extent  that  we  are.  Because  consistently — and  I  was 
in  the  White  House  last  year  when  President  Rawlings  of  Ghana 
came  and  made  an  appeal  to  the  President:  You  have  got  to  help 
ECOWAS,  you  have  got  to  help  the  ECOMOG  forces. 

We  simply  have  not  had  the  money  in  our  State  Department 
peacekeeping  account  to  do  that.  If  we  had  done  it,  we  would  have 
had  had  a  more  robust  ECOMOG.  We  might  have  been  able  to 
avoid  this  anarchy. 
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I  can  tell  you  that  the  cost  of  sending  our  military  in  off  the 
shore  to  rescue  Americans  is  far  greater  tnan  what  we  would  have 
had  to  give  if  we  had  the  money  in  our  peacekeeping  accounts. 

So  the  American  taxpayer  is  going  to  suffer  as  a  result  of  these, 
I  think,  irresponsible  cuts  in  the  150  account.  I  think  it  is  a  situa- 
tion now  where  we  would  like  to  retreat  if  we  can.  We  have  got  a 
team  in  Liberia  now  of  State  Department  and  Defense  Department 
people  that  are  trying  to  deal  with  the  various  warlords  trying  to 
bring  peace  again.  If  we  do  bring  peace,  then,  clearly,  we  are  going 
to  need  a  more  robust  ECOMOG  force  in  Liberia  to  make  it  stick. 

Mr.  Payne.  Thank  you.  I  have  met  with  a  number  of  Liberians, 
and  they  do  feel  that  if  the  U.S.  diplomatic  group  showed  a  re- 
newed interest,  they  think  that  that  would  be  what  is  necessary  to 
stop  the  anarchy  and  to  bring  some  kind  of  semblance  of  order 
back. 

Just  quickly,  in  Rwanda,  what  is  your  mission  doing  there? 

Mr.  Atwood.  Mr.  Payne,  I  was  just  in  Rwanda  about  2  weeks 
ago.  In  the  first  joint  mission  that  we  have  undertaken  with  the 
European  Union,  Commissioner  Bonino  of  the  European  Commis- 
sion, whose  responsibility  is  for  humanitarian  affairs,  went  with 
me  to  Rwanda  and  Burundi. 

What  we  saw  in  Rwanda  was  a  government  that  is  gaining  more 
and  more  control  every  day  over  its  own  country.  We  saw  the  un- 
fortunate situation  of  now  70,000  people  in  prisons,  the  very  over- 
crowded prisons.  The  government's  explanation  is  that  if  we  let 
these  people  out,  there  will  be  more  vengeance  killings.  We  are  try- 
ing to  handle  that. 

I  met  with  Justice  Goldstone  who  said  that  trials  of  people  who 
allegedly  committed  genocide  will  begin  in  mid-May.  We  hope  that 
trials  will  begin  in  Rwanda  by  the  end  of  May  also.  If  that  hap- 
pens, then  that  might  create  a  better  situation. 

But  we  have  a  really  terrible  situation  on  the  Zaire  border  of 
both  Burundi  and  Rwanda,  where  there  are  incursions  coming  in 
from  some  of  the  former  FAR  (Force  Armee  Rwandaise)  or  Rwan- 
dan military  troops  that  lost  the  war.  This  is  getting  to  be  a  much 
more  serious,  much  more  explosive  situation.  We  have  Ambassador 
Bogosian  working  on  this  problem.  The  European  Union  has  now 
designated  Aldo  Ayello,  an  Italian  diplomat  and  politician,  who  had 
worked  for  the  Secretary  Greneral  in  Mozambique  and  done  a  very 
effective  job,  to  be  their  representative. 

And,  of  course.  President  Carter  is  today  having  a  conference  on 
the  Great  Lakes  region  with  some  of  the  donor  nations  and  will 
have  the  heads  of  the  State  of  the  Great  Lakes  region  in  Atlanta 
in  the  first  week  of  May.  He  and  former  President  Nyerere  of  Tan- 
zania are  working  to  try  to  resolve  the  Burundi  conflict.  That  is  be- 
coming much  more  difficult,  and  we  are  doing  everything  we  can 
to  support  the  efforts  that  they  are  making. 

Mr.  Payne.  Thank  you  very  much.  I  would  just  like  to  conclude 
by  saying  that  Mr.  Hamilton  would  like  to  have  the  opportunity, 
Mr.  Chairman,  to  submit  questions  for  the  record. 

And  I  would  like  to  say  that  I  sat  in  on  the  hearing,  Mr.  Atwood, 
over  at  the  Senate  when  all  these  same  questions  were  asked.  This 
was  4  or  5  months  ago.  And,  at  that  time,  they  were  all  answered 
regarding  South  Africa.  I  thought  there  was  something  new.  But  I 
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see  it  is  the  same  old  thing,  I  guess,  heated  up  again.  But  I  guess 
the  House  is  a  little  behind  the  Senate  in  getting  this  material. 
And,  as  a  matter  of  fact,  Senator  Kassebaum  even  invited  me  to 
sit  on  the  panel,  and  I  was  able  to  ask  some  questions.  So  I  have 
been  pleased  what  you  have  done  to  correct  what  was  done  incor- 
rectly. 

But,  finally,  I  think  President  Carter  is  doing  an  outstanding  job. 
I  do,  though,  disagree  with  his  request  to  have  Mr.  Mobutu  visit 
the  United  States.  I  think  that  is  wrong.  I  do  not  think  that  there 
is  any  reason  for  him  to  have  the  opportunity  to  come  to  the  United 
States.  And  we  will  certainly  let  the  President  know  that  the  Con- 
gressional Black  Caucus  and  my  colleagues,  as  discussed  earlier, 
are  opposed  to  his  being  granted  a  visa  to  come  into  the  United 
States. 

Thank  you. 

Chairman  GiLMAN.  The  gentleman's  time  has  expired.  Thank 
you,  Mr.  Payne. 

Mr.  Menendez. 

Mr.  Menendez.  Thank  you,  Mr.  Chairman. 

Mr.  Administrator,  it  is  always  a  pleasure  to  have  you  before  the 
committee.  I  am  alarmed.  I  have  been  sitting  here  sizzling.  And  I 
am  sizzling  because  I  think  that  some  of  us  have  very  little  vision 
for  this  country  in  the  next  century,  which  is  only  4  short  years 
away. 

I  just  came  back  from  the  Conference  of  the  United  Nations  on 
the  Commission  on  Human  Rights.  I  saw  how  China  used  it  is  as- 
sistance throughout  the  world  to  beat  us  time  and  time  and  time 
again  on  the  central  questions  of  human  rights,  which  are  impor- 
tant to  all  of  us. 

Chairman  GiLMAN.  If  the  gentleman  would  yield  a  moment.  I  re- 
gret I  am  being  called  to  a  meeting  with  the  Speaker.  I  want  to 
thank  Mr.  Atwood  for  being  with  us. 

I  am  going  to  ask  Mr.  Brownback  to  conduct  the  remainder  of 
the  meeting.  I  want  to  thank  our  gentleman  for  staying  and  being 
patient  through  the  end. 

Thank  you  for  yielding,  Mr.  Menendez. 

Mr.  Menendez.  Thank  you,  Mr.  Chairman.  I  hope  you  will  add 
it  back  to  my  time. 

The  fact  of  the  matter  is  that  they  used  it  very  successfully.  My 
good  colleague  and  friend  from  New  Jersey  raised  a  series  of  ques- 
tions to  you  that  are  central  to  the  national  interests  of  the  United 
States,  and  they  cost  money.  They  will  simply  not  be  resolved  with- 
out resources. 

If  we  have  not  heard  enough  about  the  Ebola  virus  and  AIDS, 
there  are  other  viruses  that  exist  that  have  not  exploded  to  the 
dramatic  attention  that  these  have,  and  they  will  soon  explode.  We 
are  short  sighted. 

We  want  to  talk  about  stemming  the  tide  of  drugs  into  this  coun- 
try, but  we  have  no  sustainable  development  plan  to  supplant  the 
crops  of  those  people  who,  unfortunately,  live  below  the  poverty 
level,  40  percent  of  this  hemisphere's  population  lives  below  the 
poverty  level. 

The  fact  of  the  matter  is,  we  are  ready  to  put  up  fences  and  walls 
and  murals  and  something  bigger  than  the  Great  Wall  of  China 
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along  the  border  of  the  United  States.  But  still  we  will  keep  40  per- 
cent of  that  population  of  over  200  million  people  in  this  hemi- 
sphere, 80  to  100  million  people  below  the  poverty  level,  some  who 
are  fleeing  civil  wars  but  others  from  places  where  the  wars  have 
diminished.  But  ultimately  they  flee.  Why?  Why  did  do  they  flee 
their  countries?  Thev  flee  because  of  economics  and/or  civil  conflict. 
Otherwise  they  would  stay  in  their  native  countries. 

Yet  we  will  continue  to  spend  millions,  maybe  billions  on  border 
control,  but  we  will  do  nothing  to  create  the  sustainable  develop- 
ment alternatives  in  Latin  America  that  might  cease  the  pounding 
at  the  doors  of  this  Nation. 

We  want  to  create  a  greater  transparency  in  the  countries  of  the 
hemisphere  so  that,  in  fact,  our  business  people  can  do  business  in 
those  countries.  Mickey  Kantor  tells  me  that  trade  to  Latin  Amer- 
ica, at  the  end  of  last  year,  equaled  trade  to  the  entire  Pacific  Rim, 
minus  Japan.  That  is  amazing. 

And  yet  our  democracy  programs  are  limited.  We  look  at  the  en- 
vironmental consequences  along  the  border,  and  we  look  at  the  rain 
forest  and  the  shredding  of  that  rain  forest,  and  we  know  that 
there  are  dramatic  environmental  consequences  which  have  eco- 
nomic consequences. 

All  of  these  items  that  I  have  mentioned,  we  will  spend  hundreds 
and  billions  of  dollars  on  the  United  States,  once  we  have  the  prob- 
lems on  our  shores.  But  we  will  do  nothing,  virtually  nothing,  to 
try  to  cease  them  before  they  get  here,  which  would  be  a  lot  more 
productive  and  it  would  probably  cost  us  a  lot  less. 

Our  vision  for  the  future  is  so  myopic.  And,  in  fact,  what  we  are 
doing  is  constantly  talking  about  our  limitations  of  the  country  in- 
stead of  our  enormous  opportunities. 

And  so  in  that  context,  Mr.  Administrator — I  know  that  you  will 
bear  with  me  for  sizzling — but  in  that  context  and  knowing  your 
limitations,  I  am  not  here  to  say  that  you  are  not  doing  what  you 
should  be  doing;  I  think  you  should  be  doing  more.  I  would  like  to 
see  you  have  some  other  resources  because  they  make  economic 
sense,  and  they  make  sense  for  the  security  of  the  United  States 
and  for  its  economic  vitality  in  this  hemisphere. 

And  when  I  look  at  the  budgetary  appropriations — and  correct 
me  if  I  am  wrong — for  what  you  have  for  Latin  America  and  the 
Caribbean,  and  you  know  that  this  has  been  a  continuing  issue 
with  me  since  I  arrived  here  on  the  committee  nearly  4  years  ago, 
we  are  looking  at  an  expenditure  of  about  $414  million  in  your  re- 
quest between  development  and  economic  support  funds. 

When  I  look  at  that  and  I  look  at  what  that  means,  if  you  were 
to  divide  it  among  the  countries  of  Latin  America,  it  is  a  little 
under  $20  million,  if  you  were  to  divide  it  equally,  and  if  you  take 
the  18  countries  that  you  have  listed,  it  is  about  $23  million,  what 
does  it  mean?  What  does  it  mean? 

It  means  nothing.  And  yet  we  will  spend  multipliers  of  that  here 
in  the  United  States. 

When  we  look  at  the  200  million  people  that  are  a  potential  mar- 
ket for  the  United  States,  we  are  going  to  spend  about  $3  a  person. 
And  if  we  look  at  the  100  million  people  who  are  below  the  poverty 
level  that  it  would  help  us  to  stop  immigration,  to  create  a  new 
market,  to  promote  democracies  in  those  countries  and  create  sta- 
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bility.  We  spend  hundreds  of  millions  of  dollars  for  war  in  Central 
America,  and  yet  we  are  ready  to  move  out  almost  totally  at  a  time 
when  the  seeds  of  democracy  can  take  place. 

Am  I  off  the  mark  here?  Have  I  been  hallucinating?  What  is 
wrong? 

Second,  since  you  are  going  to  RIF,  let  me  ask — that  was  my  for- 
eign question — now  a  domestic  question  so  that  you  can  also  re- 
spond to  that. 

In  the  context  of  your  RIF,  which  is,  I  think,  very  unfortunate, 
my  question  is:  How  is  that  RIF'ing  going  to  take  place? 

You  know  that  I  have  raised  with  the  Congressional  Hispanic 
Caucus  serious  concerns  about  representation.  The  State  Depart- 
ment and  its  related  agencies  have  the  worst  record  in  the  entire 
administrative  branch  in  the  context  of  Hispanic  representation. 
And  what  I  fear  in  this  RIF  is  that  what  little  and  competent  staff 
you  have  represented  from  those  communities  could  very  well  go  if 
the  RIF  is  going  to  be  primarily  at  the  lower  levels.  That  is  where 
they  are  all,  unfortunately,  located  at  this  time. 

So  those  are  my  two  concerns,  among  many  others,  for  which  the 
time  permits  me  to  ask. 

Mr.  Atwood.  Mr.  Menendez,  I  like  the  way  you  sizzle,  because 
I  sizzle  the  same  way.  I  agree  with  everything  you  said.  And  I 
agree  with  your  concerns.  And  I  would  only  underscore  them  by 
saying  that  just  2  days  ago  we  had  a  coup  attempt  in  Paraguay. 

And  when  people  think  that  democracy  is  secure  in  Latin  Amer- 
ica, I  believe  it  is  more  secure  than  it  has  ever  been  before,  but 
when  you  do  have  over  40  percent  who  are  under  the  poverty  line, 
you  have  your  Chiapases  and  you  have  your  Paraguays.  And  fortu- 
nately there  is  enough  solidarity  in  Latin  America  today  to  bring 
back  the  situation  in  Paraguay.  The  President  has  been  restored, 
and  I  hope  the  problem  is  on  its  way  to  solution. 

But  the  return  on  investment  in  Latin  America  is  so  dramatic. 
I  mean  in  1983,  our  exports  to  Latin  America  were  $25  billion.  And 
last  year,  I  think  1995,  it  was  $93  billion. 

The  return  on  the  investment  is  just  dramatic.  And  yet  Latin 
America  continues  to  be  the  largest  source  of  drugs  that  are  coming 
into  our  country.  And  as  you  point  out,  we  are  not  doing  enough 
to  provide  alternatives  to  those  who  are  planting  the  various  types 
of  drugs  and  sending  them  out  into  the  world,  including  the  United 
States. 

Governments  are  asking  us  for  that  kind  of  help.  And  increas- 
ingly we  are  unable  to  meet  the  need  that  exists  there.  And  that, 
of  course,  relates  directly  to  our  own  interests. 

We  had  one  of  the  most  successful  summits  of  the  Americas  just 
last  year  in  Miami.  We  made  agreement  on  a  number  of  things,  in- 
cluding sustainable  development  and  the  environment  and  the  like 
because  it  is  in  our  interest  to  do  this.  We  have  a  better  partner- 
ship with  Latin  American  countries,  I  think,  than  ever  before  in 
our  history  because  we  are  dealing  with  one  another  as  equals,  and 
they  appreciate  it. 

And  they  have  the  same  goals.  They  want  to  strengthen  their  de- 
mocracies. They  want  to  strengthen  their  markets.  Tney  have  gone 
through  the  difficult  structural  adjustments  so  that  their  macro- 
economic  Situations  are  a  lot  better. 
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This  is  a  situation  that  our  businesses  can  and  are  exploiting. 
But  it  is  not  a  one-way  street  any  longer.  It  is  a  two-way  street. 
So  I  think  we  have  real  interests.  I  think  that  we  are  not  doing 
enough.  People  will  argue  that  there  is  enough  trade  and  invest- 
ment flowing  so  that  we  do  not  have  to  worry.  But  as  is  the  case 
in  Paraguay,  we  still  have  to  strengthen  institutions  in  Latin 
America,  justice  systems  and  democratic  institutions,  if  we  are 
going  to  succeed.  We  have  cut  back  a  lot  in  Central  America.  Right 
now,  no  one  cares. 

But  if  one  of  those  countries  once  again  reverts  to  war,  then 
someone  is  going  to  say:  Well,  why  did  it  happen?  And  then  there 
will  be  all  sorts  of  finger  pointing. 

We,  of  course,  under  our  reduction  in  force,  have  to  operate 
under  American  law.  And  we  are.  We  have  had  negotiations  with 
the  two  labor  unions  that  affect  our  people.  We  will  operate  under 
agreements  that  we  have  reached  with  them. 

We  took  extraordinary  steps  in  those  negotiations  to  protect  our 
IDI  class,  our  interns,  the  new  people  that  have  come  in.  And  they 
are  a  very  diverse  group,  with  a  lot  of  African  Americans,  His- 
panics.  Oriental  Americans,  and  the  like  who  are  represented  in 
those  classes.  And  they  are  outstanding  people.  We  did  not  com- 
promise one  bit  in  terms  of  quality  because  we  have  reached  out 
for  diversity. 

So  I  believe  that  those  new  people  that  have  come  in  that  are  our 
new  professionals — and  our  Agency  really  needs  that  young  blood — 
will  be  protected  in  this  process.  But,  it  is  not  an  easy  process  for 
anyone  to  go  through,  and  we  will  try  to  do  our  best  to  preserve 
the  capacity  of  the  United  States  to  be  engaged  in  these  activities 
and  to  try  to  protect  our  work  force  to  the  extent  that  we  can  in 
light  of  the  budget  cuts. 

Mr.  Brownback.  [Presiding.]  Thank  you  very  much,  Mr. 
Menendez.  Your  time  is  up. 

Mr.  Atwood,  I  have  got  a  couple  of  questions  if  I  could  for  you, 
and  I  appreciate  the  work  that  you  are  doing  at  AID.  It  is  just  that 
a  number  of  us  are  trying  to  cut  back 

Mr.  Atwood.  I  understand. 

Mr.  Brownback.  Do  not  believe  that  we  are  just  picking  on  you. 
I  have  voted  and  tried  to  push  in  a  lot  of  different  places.  We  are 
just  trying  to  get  the  budget  balanced. 

Let  me  ask  you:  Do  you  ever  see  a  time  in  the  near  future  where 
USAID  might  be  consolidated  within  the  State  Department  for  effi- 
ciency or  for  operation  or  within  some  other  place  as  a  way  of  being 
able  to  stretch  our  Federal  dollars  further? 

And  I  note  in  a  statement  you  made  in  the  Senate  that  you  are 
pushing  for  greater  collaboration,  that  you  are  going  to  have  to  find 
ways  to  stretch  the  development  dollar.  This  was  in  March  testi- 
mony in  the  Senate  that  you  were  making  those  sorts  of  state- 
ments. And  I  wondered  if  you  did  not  see  some  time  in  the  future 
when  we  would  need  to  do  that? 

Mr.  Atwood.  Well,  what  I  see  the  need  for,  Mr.  Brownback,  is 
to  increasingly  look  for  opportunities  to  consolidate  our  operations. 

We  are  doing  that  to  the  tune  of  $7  million  in  savings  in  admin- 
istrative costs.  We  are  pursuing  what  we  call  an  I-CAST  system, 
a  shared  administrative  cost  in  the  field.  And  we  have  not,  in  my 
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opinion,  made  enough  progress  there  yet;  but  we  must  have  make 
that  progress. 

And  the  principle  point  is  that  if  the  State  Department  has  the 
stronger  group  in  a  particular  country,  has  more  people  than 
USAID,  or  another  agency,  then  they  should  take  over  the  adminis- 
trative costs  and  we  should  not  be  duplicating  that.  And  I  agree 
with  that  wholeheartedly  and  would  hope  that  we  could  make  even 
more  progress  in  those  kinds  of  rationalizations. 

I  believe  that  from  the  point  of  view  of  policy  that  I  am  already 
merged  and  have  been  since  1961.  I  work  for  the  Secretary  of 
State.  I  would  not  do  anything  that  is  counter  to  our  foreign  policy. 
We  coordinate  closely.  Our  regional  bureaus  and  the  State  regional 
bureaus  work  together  very  closely.  But  we  have  a  different  type 
of  work  force  and  a  different  type  of  mission. 

We  have  to  have  a  huge  procurement  staff.  The  State  Depart- 
ment does  not.  Most  of  its  budget  is  salaries  and  expenses.  Most 
of  our  budgets  are  goods  and  services. 

So,  like  the  management  principles  that  have,  I  think,  been  used 
by  American  corporations  now,  it  is  not  necessarily  true  that  bigger 
is  better.  If  you  have  a  unique  unit  that  is  doing  a  specialized  thing 
and  it  can  be  subjected  to  the  kind  of  reforms  that  we  have  under- 
taken— which  are  new  management  systems  across  the  board  from 
financial  to  personnel  to  whatever — then  I  think  you  should  try  to 
work  on  that  management  unit  and  make  it  as  effective  as  possible 
in  serving  the  interests  of  our  government  and  our  Secretary  of 
State. 

Mr.  Brownback.  So  the  answer  is  no? 

Mr.  Atwood.  I  do  not  think  it  is  necessary,  Mr.  Brownback. 

Mr.  Brownback.  And  you  think  you  can  increase  and  continue 
more  and  more  efficiencies  and  collaborations  down  the  road  and 
get  greater  and  greater  savings  for  us? 

Mr.  Atwood.  I  think,  Mr.  Brownback,  if  we  did  not  do  that,  then 
I  think  you  would  force  us  to  do  something  that  might  be  contrary 
to  our  interest  or  the  country's  interest;  although,  you  would  not 
see  it  that  way. 

And  I  think  the  pressures  that  you  have  been  putting  on  us  have 
had  a  real  effect  and  that  you  should  feel  very  pleased  at  some  of 
the  progress  that  has  been  made  in  terms  of  our  ending  duplica- 
tion. 

So  I  think  that  you  may  be  frustrated  that  you  have  not  achieved 
your  final  goal,  but  you  certainly  have  had  a  major  effect  on  the 
way  that  the  executive  branch  is  operating. 

Mr.  Brownback.  Well,  we  are  all  doing  it  for  the  kids. 

Mr.  Atwood.  Right. 

Mr.  Brownback.  Let  me,  if  I  could,  ask  you  along  another  line, 
Mr.  Atwood,  about  the  Administration's  work  and  the  Dole  amend- 
ment on  foreign  operations  toward  the  Government  of  Haiti. 

I  have  asked  the  staff  to  hand  vou  an  internal  e-mail.  I  think  you 
are  pretty  familiar  with  the  Dole  amendment,  that  assistance  to- 
ward the  Government  of  Haiti  is  blocked  unless  the  President  re- 
ported to  Congress  that  the  Haitians  are  conducting  thorough  in- 
vestigations of  extrajudicial  and  political  killings;  and  the  Haitians 
are  cooperating  with  U.S.  authorities  in  the  investigations  of  politi- 
cal and  extrajudicial  killings. 
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On  February  8th,  President  Clinton  waived  the  so-called  Dole 
amendment  so  he  could  continue  aiding  Haiti  despite  a  lack  of 
progress  on  human  rights  violations.  Despite  this  blanket  waiver, 
the  Administration  has  repeatedly  pledged  to  consult  with  Con- 
gress and  abide  by  the  spirit  of  the  Dole  amendment. 

Now,  I  presume  that  is  still  the  Administration's  policy  today.  Is 
that  correct? 

Mr.  Atwood.  That  is  right. 

Mr.  Brownback.  OK.  Then  I  would  like  to  refer  you  to  that  in- 
ternal memo.  It  is  dated  February  16,  1996.  It  is  an  internal  e-mail 
message  drafted  by  Michael  Morfit  who  works  at  USAID's  Haitian 
staff  in  Washington  and  addressed  to  USAID  Mission  Director  in 
Haiti,  Mr.  Crandall. 

The  memo  purports  to  describe  a  meeting  of  a  senior  Administra- 
tion official  and  deputies  of  the  various  agencies,  on  that  same  day, 
February  16th. 

Now,  at  the  bottom  of  the  page,  item  No.  2  entitled,  "Dealing 
with  Dole-Helms,"  I  would  appreciate  it  if  you  would  read  the  high- 
lighted portions  of  this  e-mail,  Mr.  Atwood.  I  am  going  to  ask  you, 
then,  if  it  is  an  accurate  e-mail  within  the  organization? 

Mr.  Atwood.  No,  it  is  not  a  reflection  of  the  organization's  posi- 
tion. And  I  happen  to  have  attended  that  deputy's  meeting.  It  is 
not  even  an  accurate  reflection  of  what  happened  there. 

Unfortunately,  e-mails  are  gossip  by  other  means.  This  is  a  sec- 
ond-hand report.  It  has  no  standing  whatsoever.  The  Administra- 
tion supports  the  objectives  of  the  Dole  amendment. 

We  would  have  preferred,  probably  in  the  early  days,  that  it  not 
be  adopted  because  we  do  share  the  objectives  of  the  Congress  in 
this  regard;  and  we  are  pursuing  them  vigorously. 

There  is,  of  course,  in  this  e-mail,  a  very  unfortunate  mixture  of 
the  name  Dole  and  the  name  Helms.  There  are  two  separate  things 
here.  The  Dole  amendment  does  require  us  to  certify  or  report  to 
the  Congress  that  the  Government  of  Haiti  is  conducting  a  thor- 
ough investigation  of  the  deaths  that  occurred  in  that  country.  We 
have  been  pursuing  that.  We  cannot  now  certify  that  that  is  hap- 
pening. 

We  believe  that  the  Special  Investigative  Unit  should  be 
strengthened.  We  have  taken  steps  to  ask  that  changes  be  made. 
The  SIU  has  now  been  relocated  to  the  police  academy.  There  is 
a  new  chief  of  police  and  a  new  minister  of  justice  that  I  think  are 
very  impressive,  and  the  recent  Republican  staff  delegation  that 
went  down  attested  to  that. 

There  has  been  a  new  prosecutor  named.  We  think  that  a  lot 
more  than  10  people  ought  to  be  assigned  to  the  SIU.  They  cannot 
possibly  handle  the  cases  before  them.  Three  of  those  people  are 
working  on  the  Bertan  case.  That  is  not  adequate.  We  have  taken 
steps  to  make  sure  that  there  is  clarity  with  respect  to  the  role 
these  U.S.  lawyers  are  playing  in  this  investigation. 

We  are  doing  everything  we  can  to  convince  the  Government  of 
Haiti  that  it  should  take  steps  with  respect  to  these  matters.  We 
believe  that  the  Government  of  Haiti  has  every  intention  of  taking 
those  steps. 

But  you  must  understand,  Mr.  Brownback,  that  this  is  a  govern- 
ment that  does  not  have  adequate  resources,  this  is  a  government 
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that  needs  help  in  the  area  of  pohce  and  justice,  and  it  needs  help 
across  the  board. 

We  are  not  talking  about  a  sophisticated  government  that  can 
take  action.  They  have,  under  President  Preval,  eliminated  individ- 
uals we  have  identified  in  Haiti  as  having  been  involved  in  human 
rights  abuses  of  various  types.  That,  I  think,  is  a  lot  more  action 
than  was  taken  in  the  case  of  El  Salvador  when  we  were  concerned 
about  people  who  had  abused  human  rights  in  El  Salvador. 

We  do  not  think  the  situation  is  perfect  by  any  means.  We  agree 
with  the  objectives  of  the  Dole  amendment,  ana  we  will  do  every- 
thing we  can  to  make  sure  that  the  spirit  and  the  letter  of  that  law 
is  implemented  before  we  can  send  a  report  to  the  Congress  that 
the  Government  of  Haiti  is  conducting  itself  appropriately  in  this 
case. 

Mr.  Brownback.  I  appreciate  your  answer,  Mr.  Atwood.  But  the 
e-mail  does  raise  some  very  significant  concerns  on  an  issue  of  key 
importance  here  to  the  Hill.  You  know,  this  is  a  key  individual,  Mi- 
chael Morfit,  that  originated  the  e-mail. 

Mr.  Atwood.  He  was  not  at  the  meeting. 

Mr.  Brownback.  Well,  it  says:  "It  is  a  partial  readout  on  today's 
deputy  meeting.  Mark  and  Brian  attended." 

Mr.  Atwood.  That  is  right. 

Mr.  Brownback.  It  says:  "What  you  have  here  is  my  take 

Mr.  Atwood.  I  think  the  words  are  "a  quick  and  incomplete  oral 
readout,"  as  I  read  them. 

It  certainly  was  incomplete,  and  it  certainly  was  quick,  and  it 
certainly  was  inaccurate,  Mr.  Brownback. 

Mr.  Brownback.  Well,  I  am  glad  to  hear  that  portion  of  it. 

But  did  you  or  anyone  in  that  deputy's  meeting,  then,  advocate 
a  policy  of  rolling  the  Hill  on  the  Dole  amendment? 

Mr.  Atwood.  No,  we  did  not. 

We  probably  discussed  the  hope  that  we  could  roll  Senator 
Helms'  desire  to  hold  several  of  our  programs  that  we  think  qualify 
under  the  Dole  amendment  as  humanitarian  programs,  but  there 
are  holds  being  held  against  them.  And  we  did  discuss  that  matter. 

It  is  becoming  very,  very  disconcerting  to  us  that  everything  we 
send  up  here  is  held.  And  we  have  respected  all  of  the  holds  be- 
cause we  think  that  is  the  best  way  to  conduct  congressional/execu- 
tive branch  relations. 

But  if  people  are  going  to  politicize  the  process,  we  do  not  have 
any  legal  obligation  to  respect  holds  after  15  days.  So  we  did  dis- 
cuss that  very  openly,  because  what  we  are  having  to  do  is  to  lay 
off  people,  we  are  holding  back  programs,  we  are  losing  taxpayer 
money  in  the  process,  we  are  not  able  to  implement  programs  that 
we  think  are  important  to  our  policy  in  Haiti;  and  we,  therefore, 
believe  that  our  hands  are  being  tied,  perhaps  in  the  hopes  that  we 
do  not  succeed  in  our  policy  in  Haiti. 

Mr.  Menendez.  Mr.  Chairman,  I  have  a  parliamentary  question. 

Mr.  Brownback.  Yes.  What  is  it? 

Mr.  Menendez.  Is  the  Chair  operating  under  the  same  5-minute 
rule  that  it  was  quick  to  notify  me  that  my  time  had  expired? 

Because  I  am  looking  at,  already,  10  minutes;  so  I  was  just  won- 
dering. Because  if  the  session  is  going  to  progress,  then  I  would 
want  to  be  recognized  again. 
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Mr.  Brownback.  Well,  and  we  will  sure  recognize  you  again.  We 
tried  to  give  you  a  few  more  than  5  minutes  because  the  Chairman 
did  have  to  leave  during  that  period  of  time.  But  I  will  be  making 
sure  to  come  back  to  you,  Mr.  Menendez,  so  you  will  have  that  op- 
portunity to  go  further. 

Mr.  Atwood,  it  is  a  matter  of  such  concern  because  of  the  view 
and  these  sorts  of  memos  getting  out  and  statements  like  you  have 
made,  March  21st  in  a  Knight-Rider  article  saying  that,  "It  is  clear 
that  important  Members  of  Congress  do  not  want  us  to  succeed  in 
Haiti." 

I  mean,  you  make  that  point  as  if  we  are  politicizing  this  process. 
And  I  get  concerned,  then,  when  I  see  memos  like  this  internally; 
and  then  you  comment  about  holding  up  the  funding  of  Congress. 

Now,  I  understand  that  roughly  $4.2  million  in  strictly  humani- 
tarian assistance  to  Haiti  is  on  hold  now  of  a  total  of  about  $12 
million.  And  USAID  has  a  portion  of  that  to  spend  currently  that 
they  are  holding. 

Is  that  correct? 

Mr.  Atwood.  Mr.  Brownback 

Mr.  Brownback.  Are  you  holding  $4.6  million? 

Mr.  Atwood.  Yes,  we  are.  But  that  is,  of  course,  a  balance  of 
payments  payment  that  is  conditioned  upon  the  Haitian  Govern- 
ment fulfilling  its  commitment  to  privatize. 

We  believe  you  certainly  support  our  holding  back  that  money 
until  the  Government  of  Haiti  moves  in  that  direction. 

Five  projects  are  on  hold  right  now:  a  health  systems  program, 
an  incentive  to  improve  basic  education  in  the  Caribbean,  a  Latin 
American  scholarship  program,  a  program  for  recovery  of  the  econ- 
omy, and  an  environmental  program. 

We  believe  that  three  of  those  five  would  qualify  under  the  Dole 
amendment  as  humanitarian  programs.  So  when  I  was  quoted  by 
Knight-Rider,  somewhat  inaccurately,  what  I  said  is,  "I  fear  that 
there  may  be  some  very  powerful  Members  of  Congress  that  do  not 
want  to  see  us  succeed  in  Haiti." 

And  I  have  just  said  it  again  in  my  earlier  comment  to  your 
question.  I  believe  that  those  programs  should  not  be  held  up,  and 
that  holding  them  up  is  putting  our  policy  at  risk  in  Haiti. 

Mr.  Brownback.  Well,  thank  you  very  much  for  this  exchange. 
And  I  will  look  forward  to  good  dialog  and  the  Administration  fol- 
lowing the  Dole  amendment  policy  as  it  stated  repeatedly  it  would. 

I  have  several  other  questions,  but  I  want  to  be  returning  to  Mr. 
Menendez  for  another  period  of  questions,  if  he  would  like  to  have 
those;  and  then  I  will  have  additional  ones  as  well. 

Mr.  Menendez.  Thank  you,  Mr.  Chairman. 

Mr.  Administrator,  let  me  first  ask  you  one  question:  Under 
Helms-Burton,  under  Title  II  and  the  President's  mandate— or  di- 
rection, actually,  from  the  Congress  to  provide  a  plan  of  assistance 
and  preparation  for  a  transition  in  the  democratic  government — do 
you  have  a  specific  role  under  that?  Do  you  have  the  resources  to 
do  what  the  Congress  mandated  you  to  do? 

Mr.  Atwood.  Yes,  I  think  we  do,  Mr.  Menendez.  We  have  a  pro- 
gram with  Freedom  House  to  try  to  encourage  democratic  change 
in  Cuba. 
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And  I  must  say,  off  the  top  of  my  head,  I  am  not  sure  how  that 
is  affected  by  Helms-Burton;  but  I  beheve  we  are  moving  ahead 
with  that.  And  I  think  it  is  extremely  important. 

Mr.  Menendez.  Well,  since  I  wrote  Title  II,  I  think  you  have  a 
much  more  expanded  role. 

Mr.  Atwood.  a  mandate. 

Mr.  Menendez.  I  would  think  that  you  would  be  the  appropriate 
agency  to  do  that.  And  I  am  not  quite  sure  that  you  have  the  re- 
sources to  do  so.  So  if  you  cannot  do  it  at  this  moment,  I  would 
ask  you  to  get  back  to  me  about  your  obligations  under  Title  II  and 
the  resources  that  you  have  in  order  to  do  that. 

Mr.  Atwood.  We  have  budgeted  $500,000  for  this  Freedom 
House  grant.  And,  indeed,  as  the  author,  you  know  that  it  is  not 
only  not  prohibited  but  it  is  encouraged.  So  I  believe  we  will  be 
moving  ahead  with  that.  I  wish  we  had  more. 

Mr.  Menendez.  However,  Freedom  House  is  only  a  small  part  of 
what  I  believe  that  you  will  have  to  do  under  Title  II  because  it 
calls  for  a  plan  of  assistance  to  a  transition  and  to  a  democratically 
elected  government;  it  calls  for  the  President  to  devise  such  a  plan 
and  offer  it  to  Congress.  And  I  cannot  think  of  an  agency  that 
would  be  more  appropriate  for  that  than  USAID.  If  there  is  an- 
other one,  fine,  let  me  know  who  is  going  to  do  it.  But  if  not,  my 
understanding,  from  my  conversations  in  those  negotiations,  is  that 
USAID  would  do  it. 

So  I  am  forewarning  you,  before  your  budgetary  period  goes 
through,  I  am  asking  you  to  look  at  that  in  the  context  of  what  the 
Congress — obviously,  this  committee  as  well  as  the  Congress  as  a 
whole — voted  on. 

Going  back  to  the  questions  on  Haiti,  let  me  just  ask  you:  Can 
you  give  us  a  sense  of  what  progress  has  been  made,  if  any,  on  the 
whole  question  that  has  been  raised  of  the  political  murders  and 
their  investigations  and  also  privatization,  which  I  know  is  not  the 
subject  of  the  Dole  amendment,  but  certainly  is  an  issue  that  over- 
all the  Congress  is  concerned  about  there.  Are  you  not  holding 
moneys  in  the  balance  pending  some  of  these  issues? 

Mr.  Atwood.  Yes.  And  we  had  some  very  good  discussions  with 
President  Preval.  And  I  know  that  when  the  staff  delegation  went 
down  there,  at  least  one  of  them  told  me  that  they  were  quite  im- 
pressed with  President  Preval;  and  we  certainly  were  as  well.  He 
is  a  person  that  has  had  business  experience.  He  has  run  a  tech- 
nical program  for  the  World  Bank.  He  believes  very  strongly  they 
ought  to  move  on  privatization.  He  is  committed  himself  to  reopen- 
ing the  negotiations  with  the  IMF  and  with  the  purpose  of  signing 
a  letter  of  intent.  He  knows  that  in  order  to  get  to  that  point  he 
has  to  open  the  bids  on  the  two  parastatals  that  are  now  in  closed 
envelopes.  We  expect  that  there  will  be  good  progress  made  on  that 
in  the  coming  weeks.  And  certainly  the  commitment  was  made  to 
President  Clinton  that  there  would  be  progress  made. 

Obviously,  there  are  opponents  to  privatization.  We  face  in  Haiti 
the  same  situation  we  faced  in  other  countries  undergoing  transi- 
tion from  an  economy  that  was  commanded  or  controlled  exces- 
sively by  the  government  to  a  private  one.  When  we  do  privatize 
these  companies,  there  will  be  a  good  deal  more  unemployment  in 
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Haiti,  and  people  are  worried  about  the  political  impact  of  that  in 
a  country  where  there  is  already  70  percent  unemployment. 

So  we  are  urging  them  to  understand  that  there  are  great  bene- 
fits in  privatization.  And  we  believe  it  is  not  necessary  for  us  to  lec- 
ture President  Preval.  He  understands  this  well. 

He  also  made  a  commitment  to  move  through  the  Special  Inves- 
tigative Unit  that  was  set  up.  I  would  point  out  only  that  when  the 
SIU  was  set  up  in  October  of  last  year  that  there  was  an  intent 
to  get  moving.  They  did  not  do  anything.  And  one  of  the  reasons 
they  did  not  do  anything  was  because  the  Michel  Government  fell. 
You  did  not  have  a  government.  You  did  not  have  a  Prime  Minister 
for  a  long  while.  I  am  not  trying  to  make  excuses  for  them,  but 
they  do  not  have  that  problem  now. 

They  have  named  a  new  minister  of  justice,  who  is  very  impres- 
sive, a  new  chief  of  police,  a  new  prosecutor.  We  are  trying  to  help 
them,  obviously,  to  set  up  a  justice  system.  We  believe  they  ought 
to  be  adding  people  to  the  number  of  investigators  that  they  have 
available  to  them.  President  Preval  made  it  very  clear  that  he 
wants  this  investigation  to  go  forward  and  does  understand  very 
well  the  impact  of  the  Dole  amendment.  And  I  know  that  he  would 
like  to  see  this  matter  resolved  if  only  because  we  want  to  move 
from  here  to  there. 

I  would  make  one  final  point,  that  we  are  gravely  concerned 
about  the  human  rights  abuses  that  have  occurred  since  President 
Aristide  came  back.  But  they  pale  in  comparison.  The  small  num- 
bers pale  in  comparison  to  the  kinds  of  human  rights  abuses  that 
were  going  on  under  the  military  regime.  That  is  because  it  is  now 
a  popular  government.  That  is  because  the  people  respect  officials 
more.  This  is  a  very  violent  society;  they  are  coming  out  of  a  very 
difficult  situation.  There  are  people  who  are  practicing  vengeance. 
There  are  people  who  are  just  bad  characters.  There  are  people 
who  have  been  involved  in  drug  trafficking.  All  of  those  things. 

But  this  is  the  poorest  country  in  the  hemisphere.  And  we  have 
got  to  at  least  gain  some  perspective  as  we  evaluate  what  occurs 
there. 

Finally,  I  would  simply  say  that  when  you  look  at  this  over  $300 
million  a  year  we  were  spending  during  the  Bush  administration 
and  the  first  part  of  the  Clinton  administration  on  the  Coast  Guard 
and  the  refugee  assistance  and  the  processing  of  people  who  want- 
ed to  leave  Haiti  and  the  fear  that  we  would  have  boat  people  com- 
ing to  our  country,  that  what  we  are  spending  in  that  country  now 
is  nothing  compared  to  what  we  were  spending  then.  And  it  is  very 
much  in  America's  interest  that  our  policy  succeed  as  it  has  to  date 
succeeded.  And  it  needs  to  succeed  more. 

We  need  to  work  together  in  a  bipartisan  way  to  make  this  suc- 
ceed so  that  we  are  not  faced  with  another  crisis  in  Haiti. 

Mr.  Menendez.  Thank  you,  Mr.  Chairman. 

Mr.  Brownback.  Thank  you,  Mr.  Menendez. 

Indeed,  is  not  this  the  third  time  we  have  been  in  Haiti  this  cen- 
tury with  military  forces? 

Mr.  Atwood.  I  remember,  certainly,  during  the  20's  with  our  Ma- 
rines, that  is  right,  Mr.  Brownback. 

I  hope  that  with  the  instigation  of  a  democratic  regime  and  hope- 
fully a  strengthening  of  that  regime  that  this  will  be  the  last. 
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Mr.  Brownback.  I  have  a  couple  of  questions  to  ask  you.  In  your 
budget — and  a  lot  of  times  Congress  is  the  problem.  I  understand 
that  you  are  suffering  from  under  no  less  than  32  different  direc- 
tives for  special-interest  funding  favored  under  the  foreign  oper- 
ations bill  report  language. 

Can  you  comment  on  that?  And  are  there  ways  that  we  can  help 
you  get  that  out  of  there? 

Mr.  Atwood.  Yes.  The  best  way  would  be  to  pass  an  authoriza- 
tion bill  that  gives  us  total  flexibility  and  no  earmarks. 

Mr.  Brownback.  And  put  you  in  the  State  Department? 

Mr.  Atwood.  You  mean  as  Secretary  of  State? 

Mr.  Brownback.  I  mean,  that  is  a  deal  if  we  can  do  that.  I  will 
do  that. 

Mr.  Atwood.  Thank  you. 

Mr.  Brownback.  I  have  got  the  power  now  to  do  it,  it  looks  like. 
We  will  vote. 

Mr.  Atwood.  I  am  going  to  regret  making  that  comment.  I  have 
no  desire  to  have  such  a  difficult  job.  I  prefer  to  spend  more  time 
in  Washington  than  Warren  Christopher  does. 

But,  no,  the  earmarks  and  the  directives  are  a  problem  when  the 
budget  is  being  cut.  It  is  difficult  to  try  to  manage  these  things. 

Everyone  in  the  Congress  philosophically  agrees  with  us  that  the 
best  way  to  build  a  budget  is  from  the  ground  up,  meaning  that 
the  people  who  know  what  the  priorities  are  in  the  country  and 
how  we  can  best  advance  American  interests  in  our  field  missions 
ought  to  have  a  great  deal  to  do  with  the  way  the  budget  is  con- 
structed. 

Mr.  Brownback.  How  much  could  we  cut  your  budget  if  we  gave 
you  that  kind  of  flexibility  and  you  could  still  get  the  job  done? 

Mr.  Atwood.  How  much  could  you  cut  the  budget? 

Mr.  Brownback.  Yes.  I  mean,  could  we  cut  it  by  a  third  and  say: 
OK  You  spend  the  money  the  way  you  want  to? 

Mr.  Atwood.  Well,  you  did  last  year,  and  I  think  that  is  ade- 
quate. If  you  are  making  an  offer,  I  think  that  is  adequate,  what 
you  did  in  1996. 

Mr.  Brownback.  But  we  gave  you  the  same  directives.  We  put 
a  bunch  of  directives  on  you,  did  we  not? 

Mr.  Atwood.  Yes,  you  did.  It  certainly  complicated  the  matter 
greatly. 

And  I  think  my  answer  to  your  question  would  be  that  if  you 
could  give  us  what  we  have  asked  for  in  1997  and  eliminate  all  of 
the  directives  we  could  do  very  well,  thank  you. 

Mr.  Brownback.  We  will  try  to  work  on  the  directives,  but  we 
may  not  give  you  everything  you  want. 

One  final  question,  if  I  could. 

The  Communists  are  leading  in  the  Russian  Presidential  election 
polls  to  date.  Do  you  have  any  particular  plans,  either  downsizing 
or  redeploying  USAID  assistance  efforts? 

Or  what  are  your  intentions  of  what  you  would  do  if  the  Com- 
munists win  back  control  in  Russia? 

Mr.  Atwood.  Mr.  Brownback,  first,  I  have  some  good  news  to  tell 
you,  that  Mr.  Yeltsin  is  ahead  of  Mr.  Zyuganov  now  in  the  polls 
as  of  just  yesterday  and  is  certainly  moving  in  the  right  direction; 
although,  we  are  trying  not  to  interfere  in  that  election.  And  I  do 
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not  want  my  comments  to  be  interpreted  as  being  interfering  in 
any  way. 

We  have  made  a  commitment  to  work  with  the  reformers  in  Rus- 
sia. And  if  the  Communist  parties  wins,  there  will  still  be  reform- 
ers who  want  democracy  and  free  market  economics  in  Russia.  We 
will  have  to  assess  the  situation  obviouslv. 

But  our  view  is  that  we  have  worked  in  other  countries  where 
we  have  seen  a  temporary  setback  with  respect  to  the  people  who 
have  come  into  power. 

We  do  not  know  what  Zyuganov  would  do  with  respect  to  privat- 
ization. From  what  he  says,  he  would  not  reverse  it;  but  he  cer- 
tainly would  slow  down  the  process. 

We  would  want  to  continue  to  create  non-governmental  groups  in 
Russia  that  would  put  pressure  on  the  government. 

We  would  want  to  continue  to  encourage  the  private  sector, 
which  is  now  responsible  for  60  percent  of  the  gross  national  prod- 
uct of  Russia. 

We  would  want  to  continue  to  encourage  a  free  press  that  has 
been  very  critical  of  the  current  government  and,  presumably, 
would  be  critical  of  Mr.  Zyuganov's  government. 

We  want  to  continue  to  do  all  those  things  because  we  think  it 
is  in  America's  interest  to  try  to  create  a  Russia  in  the  long-run 
that  is  much  more  democratic  and  free-market  oriented  than  the 
Russia  of  todav. 

So  we  may  nave  setbacks  along  the  way,  but  I  think  it  is  in  our 
interest  to  work  with  the  reformers  in  Russia. 

Mr.  Brownback.  So  if  the  Communists  continue  the  reforms, 
yes,  you  will  continue  to  work  with  them? 

But  if  they  do  not,  then  you  will  be  pulling  back  on  some  of 
USAID's  commitments  into  Russia? 

Would  that  be  a  fair  statement? 

Mr.  Atwood.  I  would  not  want  to  speculate  about  what  we  would 
do  if  the  Communists  won. 

Mr.  Brownback.  But  I  am  saying  not  just  Communists,  but  if 
they  move  away  from  the  reforms,  what  would  USAID  do? 

Mr.  Atwood.  What  I  am  saying  to  you,  as  explicitly  as  I  can,  is 
that  we  want  to  work  with  reformers.  And  if  we  found  people  in 
government  that  were  certainly  opposing  reform,  we  could  not  pos- 
sibly work  with  them. 

Mr.  Brownback.  Thank  you  very  much. 

Two  final  housekeeping  items:  Without  objection,  documents  sub- 
mitted by  Mr.  Manzullo  will  be  made  a  part  of  the  record. 

And  we  will  also  have  submitted  questions  for  the  record. 

And  with  that,  Mr.  Atwood,  I  thank  you  very  much  for  your  time 
and  your  patience  and  your  interest  and  your  honest  answers  to 
our  questions. 

The  committee  hearing  is  adjourned. 

[Whereupon,  at  4:25  p.m.,  the  committee  was  adjourned.] 
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Statement  of  J.  Brian  Atwood 

Administrator 

U.S.  Agency  for  International  Development 

House  Committee  on  International  Relations 

April  25,  1996 


Mr.  Chairman  and  members  of  the  Committee: 

I  want  to  thank  you  and  the  Committee  for  giving  me  the  opportunity  to  appear 
today  and  discuss  the  budget  request  of  the  U.S.  Agency  for  International 
Development  for  Fiscal  Year  1997. 

As  you  know,  I  am  conveying  to  you  an  overview  of  our  programs  for  Fiscal 
Year  1997,  as  well  as  separate  discussions  of  our  regional  and  global  programs,  our 
humanitarian  relief  work,  and  our  initiatives  for  the  coming  year.   I  believe  this 
document  will  provide  the  Committee  with  a  thorough  assessment  of  our  work  and  our 
plans;  it  will  dovetail  with  the  country  reports  that  follow. 

Mr.  Chairman,  in  the  post-Cold  War  world,  development  issues,  both  positive 
and  negative,  play  an  increasingly  important  role  in  shaping  events.   Unsustainable 
population  growth,  environmental  misuse,  endemic  illness,  enduring  poverty, 
malnutrition,  and  political  repression  are  the  new  strategic  threats;  they  drive 
migrations  and  create  civil  conflicts.   They  endanger  emerging  markets  and  threaten 
irreplaceable  habitats. 

Conversely,  our  interests  and  our  markets  will  find  opportunities  as  never 
before  in  the  developing  world.   By  the  turn  of  the  century,  four  out  of  five  people  in 
the  world  will  live  in  developing  countries.    The  quality  of  life  in  developing  nations 
will  increasingly  come  to  define  the  American  quality  of  life  —  politically, 
economically,  socially.   With  investments  in  their  wellbeing  and  peace,  Americans 
will  inhabit  a  world  where  democratic  institutions  and  burgeoning  trade  are  the  norm, 
where  peace,  not  conflict,  is  the  everyday  state  of  affairs.   But  without  such 
investments,  economic,  political  and  security  problems,  both  national  and  regional, 
will  proliferate.  The  cost  of  dqI  addressing  the  underlying  causes  of  these  problems 
will  be  far  greater  than  the  cost  of  effective  action. 

We  have  already  been  given  a  small,  bitter  taste  of  the  costs  that  accrue  from  a 
failure  to  act:   Mr.  Chairman,  Members  of  the  Committee,  consider  some  disturbing 
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hcts.   Today  the  international  community  is  spending  over  $4  billion  a  year  on  42 
million  refugees  and  displaced  persons,  double  the  number  from  1980.   We  have  lost 
forests  equal  to  three  times  the  size  of  France  in  the  past  decade  and  we  are  losing  42 
million  acres  of  forests  every  year.   And  the  world's  population  grows  by  90  million 
people  annually.   Twenty  years  from  now,  we  wUl  be  attempting  to  manage  a  world 
with  at  least  two  billion  more  people.    And  twenty  years  from  now,  no  one  will 
debate  whether  the  word  "strategic"  applies  to  the  threats  ~  and  the  opportunities  — 
that  emanate  from  the  developing  world. 

Mr.  Chairman,  USAID  exists  to  seize  the  opportunities  and  address  the  threats. 
Our  work  tackles  the  real  issues  of  development  ~  population,  employment,  health, 
education,  the  environment,  democracy  —  at  the  source.   Development  assistance 
works,  Mr.  Chairman.   That  singular  fact  must  be  the  starting  point  for  any  discussion 
about  USAID,  any  debate  about  spending  levels,  or  any  deliberation  about  the  future 
shape  of  foreign  assistance. 

Measured  over  the  span  of  a  single  generation,  the  costs  of  foreign  assistance 
are  dwarfed  by  the  dividends.   The  benefits  are  social,  political,  and  economic. 
Development  progress  kindles  a  sense  of  hope  and  possibility  that  is  the  antidote  to 
social  discord  and  a  culture  of  crisis.   It  ameliorates  strains  within  society  and  creates 
opportunities  for  accommodation.   It  lays  the  groundwork  for  a  nation's  n^id 
emergence  as  an  exporter,  a  customer,  a  trading  partner,  and  a  valued  ally.   This  is 
what  we  do.   It  is  what  the  people  of  USAID  want  to  continue  doing. 

Foreign  assistance  has  a  track  record.  Its  value  is  apparent  in  the  changes  that 
have  occurred  in  the  developing  world  during  the  last  40  years.  From  1950-1955  until 
now,  infant  mortality  has  dropped  from  nearly  20%  to  7%.  Life  expectancy  at  birth 
has  increased  from  40.7  years  to  62.4.  People  in  developing  countries  consume  20% 
more  calories  per  day  than  they  did  in  1961-1963.  Literacy  rates  in  some  developing 
countries  now  nearly  equal  those  in  the  developed  world;  today,  there  are  two  and  half 
times  as  many  literate  people  in  the  developing  world  as  in  the  developed  world. 

But  while  these  changes  should  give  us  a  feeling  of  accomplishment,  they  also 
serve  our  self-interest.  People  who  are  healthier,  better-fed,  longer-living,  and  more 
literate  are  more  likely  to  be  our  customers  and  not  our  wards.  They  are  more  likely 
to  build  democracies  and  less  likely  to  fight  with  each  other. 

Our  prosperity  as  a  nation  depends  upon  our  participation  in  international 
markets.   USAED's  programs  help  increase  standards  of  living,  enabling  nations  to 
begin  to  afford  a  greater  quantity  and  quality  of  American  goods  and  services. 
Foreign  assistance  also  fosters  an  enabling  environment  for  U.S.  trade  and  investment 
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in  developing  nations  by  helping  secure  open,  competitive  markets.   USADD  programs 
are  often  instrumental  in  establishing  fair  business  codes,  viable  stock  markets, 
sensible  tax  codes,  and  the  rule  of  law.   Foreign  assistance  helps  create  the  stable  and 
transparent  business  environment  that  U.S.  companies  must  have  to  operate 
successfully  abroad. 

USADD  helps  to  create  and  expand  new  markets  for  the  U.S.  economy,  and  the 
dividends  from  past  investments  are  now  materializing  on  a  massive  scale. 
Developing  countries  and  their  strong  potential  for  growth  have  made  the  econonues 
of  developing  nations  increasingly  important  to  the  United  States.   Most  of  the  growth 
in  U.S.  exports  continues  to  come  from  countries  in  the  developing  world  and 
countries  in  transition  from  state-dominated  economies  to  free  market  economies.   In 
1995  alone,  U.S.  exports  to  developing  countries  rose  by  11.8  percent.   Between  1990 
and  1995,  American  exports  to  transition  and  developing  countries  increased  by  $98.7 
billion. 

U.S.  exports  to  the  developing  world  in  1994  totaled  a  record  $215  billion. 
That  translates  into  over  4  million  jobs  for  Americans.   Developing  countries  are 
particularly  good  customers  for  our  high- value  exports:  pollution  control  equipment, 
computers,  software,  telecommunications  equipment,  energy-efRcient  machinery, 
power-generation  and  cooling  equipment,  and  instrumentation,  as  well  as  a  wide  range 
of  engineering,  academic,  and  consulting  services.   Many  regions  of  the  U.S.  are 
increasingly  dependent  on  exports  for  the  health  of  their  manufacturers  and  service 
businesses. 

Development  assistance  remains  a  primary  tool  of  American  foreign  policy. 
Foreign  aid  does  more  than  expand  American  markets.   It  has  always  been  a  powerful 
instrument  of  diplomacy.   It  is  more  useful  now  than  ever  before.   In  the  former 
Soviet  Union  and  Eastern  Europe,  foreign  assistance  helped  lay  the  groundwork  for 
market  economies  and  societies  that  respect  the  rule  of  law.   In.  Angola,  aid  has 
enabled  a  potentially  rich  nation,  long  divided  by  civil  war,  to  begin  fiilfilling  its 
promise.   In  South  Africa,  USAID  helped  to  facilitate  a  peaceful  transfer  of  power 
and  the  end  of  Apartheid.   In  Haiti,  the  Agency's  work  helped  to  provide  an 
alternative  to  endless  oppression. 

These  are  estimable,  important  achievements;  they  have  saved  billions  of 
dollars  that  might  otherwise  had  to  have  been  spent  on  military  defense;  they  have 
lessened  the  need  for  humanitarian  aid;  and  they  have  created  and  opened  markets  for 
American  goods.   Despite  occasional  setbacks,  the  achievements  of  foreign  assistance 
have  helped  to  make  the  world  a  more  hospitable  place  for  the  United  States,  its 
people,  and  its  irterests. 
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A  Foreign  Policy  Del)ate  is  Overdue 

Mr.  Chsirman,  I  respect  the  concerns  that  have  been  voiced  by  this  Committee 
about  foreign  assistance  and  about  USAID  itself.   However,  I  thinlc  you  would  agree 
that  recent  cutbacks  in  foreign  assistance  have  been  made  almost  entirely  on  the  basis 
of  budgetary  considerations  and  the  perceived  domestic  unpopularity  of  "foreign  aid." 
We  certainly  have  had  a  budget  debate,  but  we  have  not  yet  conducted  a  foreign 
policy  debate.   We  have  not  yet  had  a  debate  about  the  role  of  foreign  assistance  in 
the  post-Cold  War  era. 

Such  a  debate  is  long  overdue,  and  I  hope  that  this  Committee  will  lead  it.   Not 
a  budget  debate  ~  a  policy  debate.   It  is  essential  if  we  are  to  target  our  spending  for 
USAID  and  the  ISO  Account  in  general.   Such  a  debate  is  essential  if  we  are  to 
concentrate  our  resources  where  they  can  best  serve  the  interests  of  the  United  States. 

The  failure  to  discuss  the  direction  of  foreign  policy  is  at  odds  with  past 
American  practice.   In  1948,  the  United  States  committed  itself  to  rebuilding  Europe 
through  the  Marshall  Plan.   In  1961,  the  United  States  established  both  the  U.S. 
Agency  for  International  Development  and  the  Peace  Corps,  and  committed  itself  to 
assisting  poor  nations  and  people  in  need.   In  both  instances,  there  was  extensive 
public  debate,  in  Congress  and  throughout  the  nation,  before  we  assumed  these 
responsibilities.   That  debate  continued  for  many  years;  it  reinforced  the  decisions  we 
reached  and  the  commitments  we  made. 

Does  it  make  sense  now  to  unshoulder  these  same  responsibilities  with  so  little 
discussion?  Does  it  make  sense  to  do  so  at  a  time  when  foreign  assistance,  at  less 
than  one-half  of  one  percent  of  the  federal  budget,  consumes  far  less  of  our  gross 
national  product  than  it  did  during  the  1950s  or  1960s? 

I  understand  that  no  agency  of  the  federal  government  can  be  exempt  from 
doing  its  part  to  help  balance  the  budget.   I  understand  that  appropriations  reflect  a 
political  will  to  act,  and  that  diminishing  appropriations  reflect  uncertainty  about  how  - 
-  and  whether  —  to  act.   But  the  arguments  for  the  continued  value  of  foreign 
assistance  do  exist  —  indeed,  in  the  multi-polar  post  Cold  War  world,  I  believe  they 
are  as  persuasive  as  any  argument  offered  during  the  Cold  War. 

Our  nation  has  an  obligation  to  consider  those  arguments,  certainly  before 
USAID  has  been  irreparably  diminished.    I  fear  we  will  undermine  the  ability  of  our 
nation  to  project  its  interests  abroad  if  we  discard  a  tool  of  foreign  policy  before 
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determining  if  we  still  need  it.   I  daresay  that  USAID  will  be  happy  to  take  our 
chances  if  such  a  debate  takes  place. 


Reduced  Budgets,  Lowered  Operating  Costs 

Mr.  Chairman,  if  USAID  is  to  continue  to  make  these  kind  of  contributions, 
then  we  require  full  funding  of  the  President's  FY  1997  request  and  greater  support 
for  our  work.   We  cannot  have  a  repetition  of  the  cuts  imposed  during  FY  1996. 
These  cuts  have  meant  real  pain.   Pain  for  the  people  of  the  developing  world.   Pain 
for  the  United  States.   Pain  for  USAID. 

Our  Agency  simply  can  no  longer  "do  more  with  less."   USAID  will  enter 
Fiscal  Year  1997  stUl  acijusting  to  the  severe  cuts  imposed  during  the  previous  fiscal 
year.   These  cuts  have  had  a  significant  impact  on  our  program.   In  FY  1996  alone. 
Development  Assistance  was  cut  23.1%  from  the  year  before.    Support  for  Eastern 
European  Democracy  was  cut  9.7%;  aid  to  the  New  Independent  States  of  the  Former 
Soviet  Union  was  cut  24.6%;  P.L.  480  Titles  II  and  HI  were  cut  7.2%.   In  dollar 
terms,  these  cuts  totaled  $807,000,000. 

I  appreciate  that  the  Committee  is  particularly  concerned  about  the  level  of  our 
operating  expenses,  so  let  me  speak  first  to  that  specific  subject.   Mr.  Chairman,  the 
level  requested  for  the  coming  fiscal  year  is  the  minimum,  the  absolute  minimum,  we 
need  to  perform  the  duties  mandated  for  us.   Every  dollar  requested  for  Fiscal  Year 
1997  is  essential  to  maintaining  a  disciplined,  efficient,  modem,  responsive  foreign 
assistance  program.   The  fat  is  long  gone.   Any  cuts  firom  the  budget  request, 
especially  operating  expenses,  will  not  simply  cut  into  muscle;  they  will  dismember 
USAID  and  permanently  diminish  our  capability  to  act. 

We  have  been  struggling  to  meet  the  limit  imposed  in  FY  1996  on  our 
operating  expenses,  of  $465,750,000,  plus  $25,000,000  ft-om  other  programs.   We 
have  taken  substantial  steps  to  close  this  gap  in  our  operating  expenses,  including: 

•  Maintaining  a  hiring  freeze  since  last  year; 

•  Obtaining  "early  out"  authority  from  Office  of  Personnel  Management  to 
encourage  voluntary  retirements; 

•  Achieving  significant  reductions  in  travel  and  other  headquarters  costs;  and 

•  Expediting  the  closing  of  posts  overseas. 
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These  steps  have  produced  measurable  results  and  real  savings.   We  also  have 
streamlined  our  operations  and  sought  ways  to  slash  costs  in  everything  we  do.  The 
Agency  has  been,  and  continues  to  be,  one  of  the  leaders  in  the  Vice  President's 
efforts  to  reinvent  government  through  the  National  Performance  Review.   USAID 
has: 

•  Reduced  its  direct  hire  staff  by  a  higher  percentage  than  any  other 
government  agency,  save  one; 

•  Combined  administrative  functions  with  other  government  agencies  to 
achieve  $7,000,000  in  cost  savings  over  five  years; 

•  Reduced  project  design  time  by  75  percent; 

•  Cut  regulations  by  55  percent; 

•  Developed  a  new  electronic  acquisition  and  procurement  planning  system 
that  replaced  separate  systems  in  each  of  USAID's  bureaus  and  overseas  missions; 

•  Eliminated  paperwork  measurable  in  tons;  and 

•  Cut  competitive  contract  award  time  by  over  50  percent. 

The  savings  we  have  achieved  are  real.   We  have  not  shuffled  accounts  or 
engaged  in  creative  bookkeeping.   Quite  the  contrary:  our  cuts  have  been  relentlessly 
targeted  at  generating  measurable  savings  in  operating  expenses. 

One  of  the  largest  savings  we  have  achieved  has  come  as  a  result  of  mission 
closures.   We  have  now  closed  15  missions;  another  8  will  be  closed  this  year.   In 
many  instances,  the  closures  represented  graduations  after  successful  development 
programs.   In  others,  we  left  because  national  governments  were  not  committed  to 
genuine  development  and  because  we  were  denied  the  opportunity  to  work  in 
partnership  with  local  communities.    Planned  closures,  totalling  27  in  all,  do  not 
include  the  additional  missions  that  will  be  closed  as  a  result  of  the  negotiations  that 
are  now  underway  with  the  State  Department. 

Mr.  Chairman,  as  a  money-saving  device,  closing  missions  is  a  finite  exercise. 
Past  a  certain  point,  it  is  inherently  contradictory  for  a  nation  that  has  economic  and 
political  interests  throughout  the  world  and  for  an  agency  that  has  been  the  world's 
leader  in  development. 


47 


USAID  remains  committed  to  making  our  operations  more  efficient  and  to 
eliminating  waste  and  duplication.   Streamlining  saves  money  now  and  over  time.   Yet 
despite  these  savings,  and  despite  new  savings  that  continue  to  accrue  as  our 
operations  are  re-engineered,  the  time  has  come  to  stabilize  the  Agency  and  bring 
personnel  levels  in  line  with  existing  JFunding  levels  for  operating  expenses.   The 
measures  we  have  undertaken  simply  will  not  produce  all  the  savings  we  require  to 
live  within  our  means.   I  have  reluctandy  but  inescapably  concluded  that  a  Reduction 
In  Force  is  now  unavoidable. 

In  an  All  Agency  meeting  on  April  11,1  announced  that  despite  our  best 
efforts,  the  agency  would  be  forced  to  resort  to  a  RIF  beginning  in  June  of  this  year. 
I  have  always  said  that  RIFs  are  absolutely  the  last  option  for  solving  our  operating 
expense  problem.   Indeed,  I  have  been  asked  many  times  by  Congress  how  our 
agency  managed  to  reduce  staff  levels  without  resorting  to  a  RIF.   We  have  managed 
thus  far  because  of  extraordinary  efforts  to  reduce  costs,  but  that  approach  has  reached 
its  limit. 

At  this  point,  barring  other  factors,  we  hope  to  limit  this  RIF  to  10  percent  or 
less  of  our  direct  hire  work  force.   I  sincerely  hope  this  number  will  not  increase.   I 
promised  during  the  All  Agency  meeting  -  and  I  will  repeat  it  here  —  that  it  is  my 
intention  that  all  USAID  personnel  affected  by  the  RIF  will  have  at  their  disposal  the 
best  outplacement  services  in  the  U.S.  Government. 

In  the  years  ahead,  we  will  require  additional  savings  in  our  Operating 
Expenses.   To  achieve  this,  we  plan  to  close  additional  posts;  a  significant  number  of 
these  closings  must  occur  by  the  end  of  FY  1997  to  capture  the  savings  needed.   We 
expect  that  about  ten  additional  posts  will  have  to  be  closed  by  the  end  of  FY  1997  to 
reach  this  new  equilibrium. 

In  addition,  we  expect  to  accelerate  plans  to  phase  out  programs  in  more 
advanced  developing  countries.   Thus,  we  will  graduate  about  five  USAID  recipients 
by  2000  and  about  another  -five  by  2005.    Over  and  above  these  graduates,  USAID 
expects  that  by  2000,  it  will  have  achieved  the  foreign  policy  goals  of  supporting  the 
economic  and  democratic  transitions  in  Central  and  Eastern  Europe  and  in  the  new 
independent  states  of  the  former  Soviet  Union. 

USAID  will  not  disengage  precipitately  from  any  place  where  it  works.   It  will 
utilize  rational  graduation  and  exit  strategies  to  preserve  assets,  reinforce  institutions, 
and  pennit  development  accomplishments  to  act  as  bridges  to  greater  self-reliance  by 
host  nations.   USAID  believes  that  even  without  a  local  presence,  a  network  of 
cooperative  relationships  will  remain  in  place,  providing  a  steady,  two-way  flow  of 
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ideas,  innovations,  and  information.  Wherever  possible,  USAID  will  utilize  regional 
approaches  to  eliminate  duplication  and  provide  services  to  multiple  customers  from  a 
single  base. 

In  most  instances,  US  ADD  will  be  able  to  downsize  its  presence  as  a  result  of 
successful  assistance  efforts.   A  number  of  graduating  countries  are  already  emerging 
as  new  trade  and  investment  partners,  and  in  its  graduation  and  exit  strategies,  USAID 
will  focus  on  ways  to  support  and  accelerate  this  transformation. 

In  making  its  exit  decisions,  USAID  has  taken  into  account  the  severity  of 
need,  the  country's  level  of  development,  the  quality  of  partnership,  and  the  prospects 
for  sustainable  development.   It  has  also  taken  into  account  whether  countries  were 
critical  to  regional  or  global  problems  such  as  unsustainable  population  growth,  the 
spread  of  HIV/ AIDS,  the  loss  of  biodiversity,  and  global  climate  change.   Finally,  in 
making  its  decisions,  USAID  has  taken  special  factors  into  account,  such  as  local  or 
regional  instability,  special  foreign  policy  priorities,  and  particular  concerns  of  the 
American  public. 

Mr.  Chairman,  we  will  make  these  cuts  because  we  recognize  that  we  must 
concentrate  our  resources  where  they  can  do  the  greatest  good.   But  I  would  remind 
the  Committee:  the  U.S.  Agency  for  International  Development  is  not  a  faceless 
bureaucracy  ripe  for  the  trimming.   We  are  a  unique  concentration  of  talent  that  this 
nation  needs  and  on  which  other  nations  rely. 

We  are  an  assembly  of  the  most  experienced  and  highly  trained  development 
experts  in  the  world. 

We  are  the  linchpin  of  agricultural  research  that  spawned  the  Green  Revolution. 

We  are  a  resource  for  medical  research  that  saves  thousands  of  children  each 
day. 

The  people  of  USAID  are  relief  workers  who  know  how  to  get  food  to  refugee 
camps  that  are  days  away  from  the  nearest  road.   The  people  of  USAID  are 
environmental  engineers  who  know  how  to  clean  up  the  blackened  villages  of  Eastern 
Europe.   The  people  of  USAID  are  economists  who  know  how  to  help  poor  women 
liberate  themselves  with  only  a  small  loan  and  a  village  bank. 

These  skills  must  be  safeguarded  and  nurtured.   They  cannot  be  turned  on  and 
off  like  water  from  a  faucet.   Once  dissipated,  they  cannot  be  conjured  out  of  thin  air, 
no  matter  how  pressing  the  need.   And  the  capacity  to  deliver  foreign  aid  involves 
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more  than  individuals.   It  also  involves  the  intangibles  of  skilled  people  operating  as  a 
group.   If  you  target  foreign  aid,  you  also  target  experience  and  institutional  memory 
and  the  cohesion  of  a  shared  mission. 

USAID  remains  a  unique  national  asset.    We  continue  to  evolve  toward  a  vision 
of  an  Agency  that  can  meet  any  of  the  challenges  of  the  post-Cold  War  era.   But  any 
further  cuts  "will  rob  the  United  States  of  the  ability  to  utilize  the  skills  and  experience 
of  the  people  ~  our  people  ~  who  possess  these  critical  skills.   I  would  implore  the 
Committee  not  to  take  any  action  that  diminishes  our  capacity. 


USAID  Over  the  Next  Five  Years 

How  do  we  propose  to  operate  at  current  budget  levels?  Effectively,  Mr. 
Chairman.   If  given  a  stable  base,  USAID  can  continue  to  advance  the  national 
security  of  our  nation.   Of  this  I  am  certain. 

Even  though  resources  are  limited,  the  Agency  will  continue  to  promote 
development  where  the  need  is  greatest  and  where  citizens  and  governments  are 
willing  to  make  the  hard  choices  that  development  can  entail.   In  the  more 
impoverished  countries  where  many  of  the  conditions  for  sustainable  development  are 
not  yet  in  place,  USAID  will  continue  to  support  integrated  development  programs 
with  significant  resources  and  with  its  missions  in  the  field.   Our  work  here  is 
intended  both  to  help  societies  and  people  grow  and  prosper  in  the  long  term  and 
prevent  crises  in  the  short  term. 

In  countries  where  USAID  maintains  full  scale  missions,  we  will  pursue  our 
objectives  in  population  and  health,  environment,  democracy  and  important  aspects  of 
economic  growth  (such  as  microenterprise,  agriculture,  basic  education,  and  reforms 
that  support  the  private  sector).   We  will  focus  on  those  priority  activities  where  we 
have  the  most  experience  and  can  be  the  most  effective. 

In  countries  in  transition  —  either  from  conflict  or  non-democratic  rule  ~ 
USAID  will  ccmtinue  to  work  to  strengthen  institutions  of  democracy  and  free 
markets.   We  will  maintain  missions  in  these  countries  for  the  transition  period  or 
until  we  feel  that  stability  has  returned. 

In  much  of  the  world  ~  especially  in  Asia  and  Latin  America  —  the  most  basic 
challenge  now  is  how  to  build  on  our  successes.   Many  of  these  nations  are  poised  to 
become  manufacturers,  exporters,  and  large-scale  purchasers  of  American  goods.   It  is 
our  task  to  help  these  nations  graduate  from  the  need  for  foreign  assistance  and 
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become  fiill  members  of  the  global  economy.  In  these  nations,  we  will  work  to 
facilitate  trade  and  investment  and  use  our  programs  to  better  link  the  recipient 
country's  economy  to  global  trade  and  investment  flows. 

To  advance  this  objective,  we  will  combine  existing  resources  in  our  Global 
Bureau's  Economic  Growth  Center  and  establish  an  Office  of  Emerging  Markets. 
This  office  will  bring  together  technical  capacity  to  strengthen  capital  markets,  provide 
expertise  on  legal  and  regulatory  reform,  and  help  create  an  enabling  environment  for 
trade  and  investment.   We  also  plan  to  strengthen  our  ties  with  other  agencies  of  the 
U.S.  Government  responsible  for  trade  promotion. 

These  actions  will  enable  USAID  to  scale  back  its  presence  in  a  select  number 
of  countries  over  a  five-year  period,  and  eventually  to  phase  out  our  field  missions  in 
these  relatively  more  prosperous  countries.    We  would  expect,  as  in  the  past,  to 
receive  a  "development  dividend"  for  the  United  States  economy  as  graduated  foreign 
aid  recipients  build  on  our  investments  and  emerge  as  important  new  trading  partners. 

As  a  result  of  projected  changes  in  its  budget  and  mission,  USAID  will  be 
configured  very  differently  in  five  years.   These  changes  are  not  inevitable,  but  we 
recognize  that  existing  resource  constraints  will  not  be  solved  in  the  short  run.   These 
resource  shortfalls  challenge  us  to  concentrate  resources  where  they  can  accomplish 
the  greatest  good. 

In  the  next  five  years,  the  number  of  full  scale  missions  will  decrease,  from  the 
current  43  to  approximately  30.   These  remaining  missions  will  be  located  in  key 
countries  important  to  U.S.  interests,  where  the  need  is  great,  and  specific, 
measurable  objectives  can  be  achieved.   We  will  pick  our  partners  carefully. 

USAID  will  have  the  institutional  capacity  to  mount  missions  in  10  transitional 
countries  at  any  one  time,  responding  to  paramount  foreign  policy  objectives.   Today, 
we  have  such  programs  in  Eastern  Europe,  the  former  Soviet  Union,  Bosnia,  South 
Afiica,  Haiti,  and  Cambodia.   One  cannot  predict  where  the  next  transitional  crisis 
will  occur,  but  if  the  first  five  years  of  the  post-Cold  War  period  are  an  accurate 
guide,  we  know  the  U.S.  must  be  ready  with  the  tools  to  deal  with  the  types  of  ethnic, 
political,  or  regional  conflicts  that  can  quickly  threaten  our  security,  our  trade,  our 
borders,  and  even  the  health  of  our  citizens. 

In  an  additional  20  or  so  countries,  USAID  will  maintain  the  cqiacity  to  target 
problems  ~  such  as  weak  governance,  environmental  degradation,  unsustainable 
population  growth,  or  the  spread  of  infectious  diseases  ~  with  no  or  minimal 
additional  direct-hire  staff  in  the  field. 
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All  these  changes  will  mean  that  from  the  start  of  the  Clinton  Administration 
until  the  year  2000,  USAID  will  have  been  radically  transformed.   We  started  in  1993 
with  programs  in  over  120  countries,  with  over  70  missions.   By  the  year  2000, 
USAID's  programs  will  be  targeted  on  approximately  75  countries,  with  no  more  than 
30  full  sustainable  development  missions. 

Mr.  Chairman,  I  still  believe  the  best  way  to  ensure  that  our  programs  achieve 
their  goals  is  with  an  on-the-ground  USAID  presence.   But  we  need  to  face  facts  — 
USAID  cannot  afford  to  maintain  missions  in  every  country  that  needs  our  help,  nor 
can  we  disperse  our  personnel  so  widely  that  we  lack  the  critical  mass  needed  in  the 
missions  that  remain. 

In  five  years,  our  direct-hire  work  force  will  be  smaller  ~  both  in  Washington 
and  overseas.   We  have  cut  our  direct-hire  workforce  over  the  past  three  years  by  a 
higher  percentage  ~  19  percent  ~  than  all  but  one  other  Federal  agency,  the  Office  of 
Personnel  Management.   Our  total  workforce  is  down  from  some  11,500  employees  in 
1993  to  just  over  8,700  today.   And  we  will  get  smaller  stiU  —  reaching  a  goal  of 
fewer  than  8,000  employees  (U.S.  and  foreign  nationals)  by  1998.   The  RlF  of  U.S. 
direct-hire  staff  announced  on  April  1 1  will  accomplish  part  of  this  reduction;  there 
will  also  be  cutbacks  of  Foreign  Service  National  Employees  (FSNs)  and  Personal 
Services  Contractors  (PSCs).   We  also  will  continue  to  reduce  staff  through 
retirements  and  attrition,  and  where  appropriate,  by  combining  positions. 

Wherever  it  operates,  USAID  will  continue  to  stress  people-to-people 
partnerships  that  link  everyday  Americans  with  their  counterparts  in  the  developing 
world.   Above  all,  what  USAID  provides  —  and  will  continue  to  provide  —  is 
expertise  and  experience  that  enables  nations  to  improve  their  institutions,  policies, 
and  social  conditions.   To  accomplish  this  aim,  our  agency  uses  everything  from 
training,  to  technical  assistance,  to  credit  programs,  to  public-private  partnerships,  to 
research.   This  diverse  i^roach  is  cost-effective,  and  it  reinforces  investments  that 
pay  enormous  and  continuing  dividends. 

Wherever  USAID  is  engaged,  limited  resources  and  a  shrinking  field  presence 
demand  that  USAID  become  increasingly  collaborative.   We  must  continue  to  find 
ways  to  stretch  the  development  dollar  through  improved  donor  coordination,  by 
tapping  into  private  sector  capital  flows,  and  by  encouraging  networking  among  both 
governments  and  nongovernmental  organizations  to  advance  the  development  cause. 
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U.S.  Leadership  in  the  21st  Century 

The  United  States  continues  to  play  a  unique  role  among  nations.   America's 
leadership  has  helped  to  shape  a  world  that  is  more  prosperous  and  more  peaceful. 
American  leadership  helped  secure  the  Green  Revolution,  wipe  out  polio  in  the 
Americas,  and  achieve  revolutionary  breakthroughs,  lilce  oral  rehydration  therapy,  that 
now  save  millions  of  lives.   America's  values  and  vision  inspired  the  emergence  of  a 
record  number  of  democracies  around  the  globe,  helped  nations  like  Haiti  and  South 
Africa  embrace  peaceful  change,  and  brought  humanitarian  assistance  to  the  innocent 
victims  of  war  and  natural  disaster. 

I  appeal  to  this  Committee  and  its  members  to  help  us  fight  to  preserve 
America's  international  leadership  in  the  vital  fields  of  development  and  humanitarian 
response.   I  appeal  to  you  to  preserve  our  nation's  capacity  to  utilize  a  range  of 
effective  responses  to  the  diverse  and  emerging  problems  that  characterize  our  world 
today. 

In  conclusion,  Mr.  Chairman,  I  believe  that  the  FY  1997  request  is  the  absolute 
minimum  USAID  needs  to  responsibly  downsize  its  international  presence  and 
concentrate  its  remaining  resources.   The  request  is  an  integral  part  of  President 
Clinton's  plan  to  balance  the  budget  by  2002.    It  will  permit  USAID  to  continue 
making  a  valuable  contribution  to  the  interests  of  our  nation.   We  are  continuing  to 
move  forward  in  dramatically  transforming  the  agency;  but  any  cut  in  the  requested 
level  would  undermine  U.S.  influence  and  increase  the  possibility  that  future  crises 
could  be  met  only  with  a  military  response.    Such  cuts  would  serve  no  one's  interest. 

We  know  that  a  positive,  proactive  foreign  assistance  will  not  only  save  people 
from  misery  and  despair,  it  will  be  far  cheaper  for  the  United  States  than  reacting  to 
one  costly  crisis  after  another.   If  we  fail  to  address  today's  problems  and  pursue 
tomorrow's  prosperity,  we  will  have  failed  in  our  responsibility  to  this  generation  of 
Americans  and  the  generations  that  follow.    I  am  convinced  that  the  people  of  USAID 
have  much  yet  to  give  to  our  nation,  and  to  its  security,  and  to  its  wellbeing. 

Thank  you. 
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OPENING  STATEMENT  BY  CONGRESSMAN  TOBY  ROTH 

Hearing  on  FY  1997  AID  Budget 

April  25,  1996 

MR.  CHAIRMAN  LET  ME  COMMEND  YOU  FOR  HOLDING  THIS  HEARING. 
IT  IS  IMPORTANT  THAT  WE  GIVE  CAREFUL  SCRUTINY  TO  THE  ADMINISTRA- 
TION'S FOREIGN  AID  BUDGET  FOR  THE  NEXT  FISCAL  YEAR. 

IN  A.I.D.'S  CONGRESSIONAL  PRESENTATION.  ON  PAGE  12.  THE  TOTAL 
REQUEST  FOR  NEXT  YEAR  IS  NEARLY  $6.9  BILLION.    THAT'S  A  $110  MILLION 
INCREASE  OVER  THIS  YEAR.    ON  PAGE  147  IT  SAYS  A.I.D.  WANTS  A  $30 
MILLION  INCREASE  IN  APPROPRIATED  FUNDS  FOR  YOUR  OPERATING 
EXPENSES.    A.I.D.  IS  STILL  SPENDING  OVER  A  HALF  A  BILLION  DOLLARS  A 
YEAR  IN  OPERATING  EXPENSES. 

MR.  CHAIRMAN.  IT  IS  IRONIC  THAT  WE  HAVE  A.I.D.  COMING  HERE 
TODAY,  ASKING  FOR  AN  INCREASE  IN  THEIR  BUDGET,  ON  THE  SAME  DAY 
THAT  WE  ARE  STRUGGLING  OVER  ON  THE  HOUSE  FLOOR  TO  GET  SOME  LAST 
LITTLE  BIT  OF  SAVINGS  FROM  THE  CURRENT  FISCAL  YEAR. 

NOW,  MR.  ATWOOD,  YOU  ARE  AN  ARTICULATE  ADVOCATE  FOR  THE 
FOREIGN  AID  ESTABLISHMENT.   I  KNOW  YOU  ARE  SINCERE.    BUT  MR. 
ATWOOD,  FOREIGN  AID  IS  YESTERDAY'S  NEWS. 

THE  COLD  WAR  IS  OVER  AND  LET'S  BE  FRANK;  IT  WAS  THE  COLD  WAR 
THAT  JUSTIFIED  FOREIGN  AID.    BUT  THAT  RATIONALE  IS  GONE  NOW. 
YOU'RE  ARGUING  FOR  THE  FOREIGN  AID  ESTABLISHMENT  THAT  MORE 
TAXPAYER  FUNDS  SHOULD  BE  SPENT  FOR  OVERSEAS  DEVELOPMENT. 

HERE  AND  THERE,  YOU  DO  HAVE  SOME  EXAMPLES  WHERE  U.S.  MONEY 
MADE  SOME  SMALL  DIFFERENCE.    BUT  OVERALL,  THE  BILLIONS  THAT  WE 
SPENT  OVERSEAS  HAVE  NOT  CHANGED  ANYTHING  MUCH.    LOOK  AT  THE 
COUNTRIES  WHERE  WE  SPENT  THE  MOST  MONEY  AROUND  THE  WORLD  -- 
THERE'S  NO  DIFFERENCE. 

MEANWHILE  HERE  AT  HOME,  WE  HAVE  NEEDS  THAT  ARE  NOT  BEING 
MET,  AND  CONTINUING  DEFICITS. 

THE  AMERICAN  PEOPLE  MAY  NOT  KNOW  ALL  THE  TECHNICAL  DETAILS, 
BUT  THEY  KNOW  WHERE  THEIR  PRIORITIES  ARE  --  AND  IT  ISN'T  OVERSEAS 
DEVELOPMENT.    IF  THERE  IS  ANY  PLACE  IN  THE  BUDGET  WHERE  PEOPLE 
WANT  CUTS.  IT  IS  IN  FOREIGN  AID. 

THE  BOTTOM  LINE  IS,  THE  AMERICAN  PEOPLE  DON'T  SUPPORT  YOUR 
PROGRAMS.    PEOPLE  WANT  THIS  MONEY  KEPT  HERE  AT  HOME. 

MR.  ATWOOD,  YOU  ARE  A  WELL-MEANING  PERSON,  BUT  WHEN  YOU  TRY 
TO  CONVINCE  THE  AVERAGE  AMERICAN  THAT  YOU  SHOULD  GET  A  $1 10 
MILLION  INCREASE  NEXT  YEAR,  THE  ANSWER  FROM  THE  AMERICAN  PEOPLE 
IS:  "FORGET  IT." 
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COMPANIES 


Greens  Strike  One 

Environmentalists  score  over  Indonesia's  Freeport 


By  John  McBeth  in  Jakarta 


It  isn't  everyday  that  Indonesian  Presi- 
dent Suharto  goes  to  bat  for  a  private 
compAny — and  rarer  stiJl  that  he  strikes 
out. 

•But  he  was  obviously  swinging  too 
high  on  October  27,  when  he  lobbied  on 
behalf  of  Frccport-McMoran  Copper  k. 
Gold  at  a  White  House  meeting  u-ith 
President  Bill  Clinton.  A  week  later,  the 
federal  Overseas  Private  Investment  Corp. 
cancelled  the  giant  mining  company's 
SlOO  million  political  risk-insurance 
policy,  citing  environmental  concerns. 

The  policy  dales  back 
more  than  two  decades  to 
Frecport's  pioneering 
days  In  the  mineral-rich 
central  highlands  of  Irian 
Jaya.  It^  was  intended  to 
compensate  the  JLauisi- 
ana-based  company  if  it 
lost  assets  as  a  result  of 
sabotage,  terrorism,  or 
(Tolitical  unrest. 

Freeport  executives 
see  Opics  role  as  a  sym- 
bolic expression  of  Wash- 
ington's support  for 
American  businesses  in 
developing  countries.  But 
the  cancellation  is  clearly 
a  major  public-relations 
blow  for  a  company  that's  already 
embroiled  in  environmental  controver- 
sies. 


Apparently,  by  the  time  Suharto 
stepped  up  to  the  plate,  the  game  was 
already  lost.  Industry  sources  say  the 
Indonesian  Forum  for  the  Environment 
(known  aS  WalhO^tWCl  linked  up  with 
UnHed  States  groupsTIkelhe  IhlernaHbnaT 
Kjversjjetwork  severaF  rnbhtbs  ago  co^ 
1  ot^y~Dpic  to  drop  its  ir«u ranee  for" 
Freeport.  The  company's  other  support-" 
ers,  among  them  board  member  and 
former  Secretary  of  State  Henry  Kissinger, 
h.id  lobbied  intcr\sively  to  block  the  move, 
to  no  avail. 


Fre«port  miners:  Will  lh«y  b«  left  In  •  hole? 

Opic  SJid  it  wns  lermio.iting  tho  policy 
boc.iuso  the  S3  billion  niining  opor.ition, 
one  of  the  world's  richcit  copper  or^l  gold 
lodes,  h.id  expanded  from  50,000  tonnes 
a  day  to  118,000  tonnes,  well  beyond  the 
production  projecte\1  'u\  the  policy.  The 
agency  linked  the  ir^crease  in  production 
to  environmental  concerns.  Opic's  general 
counsel  for  insurance  and  claims,  Robert 
O.  Sullivan,  said  in  a  letter  to  Fretrport 
that  the  increase  in  production   "caused 
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substantial  adverse  cnvironmcnt.il  im- 
pacts which  compel  Opic  to  deny  all  fur- 
ther coverage  to  this  project." 

The  company  thinks  the  cancellation 
is  unfair — and  lacks  legal  basis.  Frceport 
spokesman  Gregg  Pabsf  says  the  company 
believes  the  policy  "remains  in  eft'ect  and 
will  operate  on  that  basis."  pending  a 
court  ruling  on  the  dispute,  "which  has 
been  submitted  to  arbitration." 

Analvsts  were  surprised  Opic  made  its 
decision  so  soon  after  Suharto's  White 
House  visit,  but  officials  say  the  agency 
had  already  served  notice  on  Freeport  at 
the  time  of  the  October  17  meeting.  Vice- 
President  Al  Core,  who  champioris  envi- 
roninental  causes,  is  understood  to  have 
counselled  Clinton  against  intervening,  on 
the  grounds  that  it  was  a  contractual 
rather  than  a  policy  issue. 

Irorucally.  the  cancellation  came  just 
when  Freeport  seemed  to  be  beating  back 
the  Green  challenge.  The  company 
recently  finalized  a  management  plan  to 
deal  with  the  impact  of  its  mining  tail- 
ings on  the  Aiwa  River  system.  And  on 
October  30,  a  Jakarta  court  rejected  a  law- 
suit brought  by  VValhi  against  the  Miiics 
and  Energy  Department  for  failing  to  fol- 
low procedures  in  approving  Frccporfs 
plan. 

While  the  Greeiis  nuy  ha\o  sw.i\taI 
Opic,  the  World  Baixk's  insurance  arm,  tiK* 
Multilateral  Investment  Cuorantec 
Agency,  dispatched  an  environmental 
expert  to  Irian  jaya.  Bank  sources  s.iy  he 
returned  to  Washington  generally  s.Mii- 
fied  that  the  company  was  conforming 
with  Indonesian  government  require- 
ments. S.iys  Emmy  Hafild,  programnie 
coordinator  at  Walhi:  "We  are  still  work- 
ing on  Mig.v"  ■ 
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CRIMINAL  INVESTIGATION  OF  EMPLOYEE 

Mr.  Gilman:   As  part  of  the  IG's  investigation  of  the  Mission  in 
South  Africa,  they  made  two  criminal  referrals 
regarding  the  conduct  of  one  of  the  lead  members  of 
the  mission  staff.  I  understand  that  the  Justice 
Department  declined  to  prosecute  the  individual  and 
given  the  need  to  spend  more  time  prosecuting 
violent  offenders,  I  understand  their  decision. 

Nevertheless,  a  criminal  referral  is  a  serious 
charge  against  an  AID  employee.   Will  you  be  taking 
any  personnel  action  whatsoever  against  this 
employee? 

Answer:     I  believe  you  are  referring  to  an  allegation   made 

about  the  conduct  of  a  leading  member  of  the 

USAID/South  Africa  Mission.   During  the  course  of  an 

IG  investigation  in  South  Africa,  one  interviewee 

stated  that  he  felt  a  more  senior  Mission  official  had 

used  improper  influence  in  an  attempt  to  obtain  a  job 

for  his  wife.   We  take  such  matters  very  seriously  at 

USAID  and  thus,  when  this  allegation   was  made,,  our 

Inspector  General's  Office  quickly  and  correctly  began 

a  separate  investigation. 

After  interviewing  the  principals  involved,  however, 
the  IG  investigator  was  unable  to  factually 
substantiate  the  allegation  or  to  conclude  that  any 
wrongdoing  had  in  fact  occurred.   The  investigation 
revealed  that  the  wife  of  the  official  in  question  was 
already  employed  by  USAID  at  the  time  the  challenged 
conduct  took  place,  and  the  official  explained  that  he 
was  merely  letting  the  fact  of  her  existing  employment 
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be  known  to  those  who  might  use  her  services. 

There  also  was  no  "criminal  referral"  to  the  Justice 
Department  concerning  this  case.   The  truth  of  the 
matter  is  that  during  the  course  of  the  investigation 
the  IG  investigator  contacted  a  colleague  at  the 
Department  of  Justice  and  informally  sought  her  views 
of  the  situation.   The  individual  at  DOJ  advised  that, 
given  the  facts,  as  described,  DOJ  would  decline  the 
case  if  it  were  formally  submitted.   Given  these 
facts,  the  IG '  s  office  decided  to  close  the 
investigation.   Since  no  wrongdoing  was  found  after  a 
thorough  IG  investigation,  no  further  administrative 
or  other  action  was  taken  by  USAID  management. 
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WRITING  OF  GRANT  PROPOSALS 

Mr.  Gilman:    I  understand  that  a  practice  at  the  Mission  was  for 
USAID  officers  to  write  grants  proposals  for 
outside  contractors,  fax  these  proposals  to  obtain 
their  signature  and  then  fund  the  proposal  as  a 
sole-source,  non-competitive  "unsolicited"  grant. 
I  refer  you  to  the  Health  Systems  Trust  grant  made 
under  Mr.  Dean.   Can  you  assure  this  committee  that 
such  violations  of  the  integrity  of  the  procurement 
process  will  not  happen  again? 

Answer:    The  Health  Systems  Trust  grant  was  an  isolated  case 

involving  an  employee  of  the  Center  for  Disease  Control 

and  Prevention  (CDC)  of  the  U.S.  Department  of  Health 

and  Human  Services.   He  was  assigned  to  work  with 

USAID/South  Africa  under  a  Participating  Agency 

Services  Agreement.   An  investigation  by  the  USAID 

Inspector  General  (IG)  determined  that  the  individual 

had  violated  Agency  policy  and  regulations  related  to 

unsolicited  proposals  in  helping  to  prepare  a  proposal 

from  the  Health  Systems  Trust  for  HIV/AIDS  activities 

to  be  undertaken  in  conjunction  with  the  South  African 

Ministry  of  Health. 

Given  the  IG  finding  of  a  violation  of  USAID  policy, 
the  matter  was  referred  to  the  Department  of  Justice 
for  their  review.   After  reviewing  the  IG  report,  the 
Department  of  Justice  declined  this  matter  for 
prosecution  "based  on  a  lack  of  evidence  that  the 
grantee  acted  improperly  or  that  either  government 
employee  profited  from  their  involvement  in  [the] 
grant."   Given  that  the  individual  was  an  employee  of 
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the  Department  of  Health  and  Human  Services,  the  USAID 
Inspector  General  also  referred  a  copy  of  their  report 
to  the  Inspector  General  of  HHS.  We  believe  that  this 
was  the  proper  disposition  of  this  matter.  The  Agency 
took  all  necessary  and  appropriate  steps  to  correct 
problems  once  they  were  reported. 

This  incident  demonstrated  the  need  for  better 
procurement  training  at  post,  especially  for  the 
relatively  large  number  of  non-U. S.  direct-hire  staff 
who  were  not  fully  familiar  with  USAID  regulations. 
Training  courses  on  the  Procurement  Integrity  Act  and 
other  implementation  practices  and  procedures  are  now 
in  place  to  help  ensure  that  such  a  violation  of 
procurement  policy  does  not  happen  again. 
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SOFT  SHEEN  INTERNATIONAL  FOUNDATION 

Mr.  Gilman:  In  another  case,  I  understand  that  AID  funded  a  hair 
care  salon,  run  by  Soft  Sheen  Corporation's 
Foundation,  that  spent  $300,000  dollars  to  set  up  a 
hair  care  salon  school  in  the  most  expensive  suburb 
of  Johannesburg.   The  project  failed  and  AID  cut  off 
funding  after  only  six  people  were  certified  as  hair 
care  experts.   The  employees  now  work  for  Soft  Sheen 
Corporation's  South  African  subsidiary,  which  I 
might  suspect  was  the  reason  Soft  Sheen  wanted  AID 
money  in  the  first  place.   How  can  we  stop  projects 
like  Soft  Sheen  in  the  future? 

Answer:   In  March  1993,  Soft  Sheen  International  Foundation 

(SSIF) ,  sent  USAID  South  Africa  an  unsolicited  grant 

proposal  requesting  $500,000  over  a  two  year  period  to 

establish  a  training  center  in  South  Africa  to  provide 

technology  and  advanced  training  to  South  Africans  in 

the  areas  of  ethnic  hair  care  and  cosmetology  and  small 

business  management. 


The  decision  to  fund  this  grant  was  based  solely  on  the 
technical  merit  of  the  proposal.   USAID  determined  that 
the  grant  was  within  the  scope  of  the  Agency's 
objectives  with  regard  to  private  sector  development, 
specifically,  microenterprise  development.   Hair  care 
was  seen  as  a  particularly  relevant  industry  for  South 
Africans,  especially  disadvantaged  South  African  women, 
hoping  to  start  small  and  micro  enterprises  at  home 
without  prohibitive  start-up  costs.   Prior  to  the  SSIF 
proposal,  no  government  certified  hair  training 
facilities  existed  in  the  Johannesburg  that  accepted  or 
trained  black  South  Africans.   SSIF  had  a  proven  record 
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of  providing  training  in  other  countries  and  was  willing 
to  make  a  contribution  to  the  activity.    Furthermore, 
the  Mission  decided  that  competition  was  not  required 
for  this  grant  because  the  award  was  based  on  an 
unsolicited  proposal  and  offered  services  that  had  not 
existed  for  disadvantaged  South  Africans. 

USAID  followed  our  standard  grant  procedures  when 
dealing  with  unsolicited  proposals.   These  procedures 
are  applied  in  South  Africa  as  well  as  in  other 
countries  worldwide  where  USAID  is  implementing 
development  assistance  programs. 

In  June  1993,  USAID  approved  the  grant  for  $500,000, 
obligating  an  initial  $300,000.   No  additional  funds 
beyond  the  $300,000  were  obligated  to  SSIF  due  to 
extremely  slow  implementation.   Because  of  the 
depreciation  of  the  Rand  against  the  U.S.  dollar,  only 
$224,256  was  disbursed.   The  grant  expired  on  July  30, 
1995,  as  scheduled. 

The  activity  had  a  slow  start  largely  because  it  was 
initially  located  in  a  Johannesburg  suburb  that  was  not 
accessible  to  public  transportation.   The  choice  of  the 
first  location  was  recognized  by  the  grantee  as  a 
mistake  and  thus  moved  the  training  center  to  downtown 
Johannesburg,  which  is  accessible  to  public 


62 


transportation.   Despite  the  slow  start  and 
disappointing  performance,  SSIF  was  able  to  achieve  some 
of  the  grant  objectives.   For  example,  over  800 
individuals  received  short-term  training  in  topic  areas 
that  included  hairdressing  and  retail  business 
management  skills,  cosmetology,  application,  processing 
and  styling,  micro-business  related  topics,  and 
introductory  computer  courses.   Many  of  the  trainees 
have  been  young,  unemployed  historically  disadvantaged 
South  African  women. 

To  the  best  of  USAID's  knowledge,  only  one  employee  that 
worked  for  the  Soft  Sheen  International  Foundation  is 
now  working  with  the  Soft  Sheen  Corporation's  subsidiary 
in  South  Africa. 
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MARTIN  LUTHER  KING  CENTER 

Mr.  Gilman:  The  mission  also  wanted  to  fund  a  Martin  Luther  King 
("MLK")  Center  project  doing  "conflict  resolution" 
work  with  the  South  African  King  Luthuli  center. 
The  USAID  mission  asked  MLK  to  propose  a  project  but 
found  they  were  unable  to  even  write  the  grant 
proposal.   USAID  then  paid  a  consultant  $40,000  to 
write  the  grant  which  it  then  funded  as  an 
"unsolicited"  proposal.   Then  MLK  hired  the  same 
consultant,  Renee  Yates,  to  carry  out  the  grant. 
She  traveled  to  South  Africa  but  refused  to  work  in 
the  offices  of  the  Lithuli  Center  and  remained  in 
her  hotel.   While  some  good  was  accomplished  in  the 
project,  the  activity  left  no  lasting  product  with 
the  Lithuli  Center. 

USAID  is  now  funding  Lithuli  without  the  help  of  the 
MLK  Center.   I  understand  that  Yates  is  now  suing 
the  MLK  Center  for  back  pay  and  expenses.   Is  it 
your  policy  to  pay  people  to  write  proposals  which 
are  then  funded  as  unsolicited  grants? 

Answer:   USAID  has  no  evidence  that  Rene  Yates  was  unwilling  to 
cooperate  with  the  King  Lithuli  Transformation  Center. 
On  the  contrary,  King  Lithuli  Transformation  Center  was 
quite  satisfied  with  the  assistance  provided  by  the 
Martin  Luther  King  Center,  which  provided  "training  of 
trainers"  to  King  Lithuli  Transformation  Center  trainers 
in  voter  education  in  technigues  of  nonviolence  and 
conflict  resolution  in  which  the  Martin  Luther  King 
Center  has  special  expertise.   Subsequent  financial 
disputes  between  Ms.  Yates  and  the  Martin  Luther  King 
Center  have  nothing  to  do  with  USAID  or  King  Lithuli 
Transformation  Center. 


There  was  never  intended  to  be  an  on-going  link  between 
the  Martin  Luther  King  Center  and  King  Lithuli 
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Transformation  Center  under  the  USAID  grant.   The  grant 
was  for  one-time  support  of  King  Lithuli  Transformation 
Center's  voter  education  program,  as  described  above. 
These  services  were  provided  and  completed.   The 
combined  efforts  of  the  King  Lithuli  Transformation 
Center  and  the  Martin  Luther  King  Center  produced 
effective  voter  education  results  in  South  Africa  at  a 
time  when  such  education  was  urgently  needed  to  prepare 
for  the  April  1994  election. 

Lastly,  it  is  not  unusual  for  USAID  to  provide  small, 
start-up  grants.   If  a  particular  proposal  appears  to 
have  merit  but  needs  additional  work  before  full 
funding,  a  start-up  grant  may  be  provided.   USAID 
competition  requirements  for  assistance  allow  for 
follow-on  assistance  awards  intended  to  continue  or 
further  develop  an  existing  assistance  relationship 
without  competition.   The  Office  of  Management  and 
Budget  has  confirmed  that  there  is  no  Government-wide 
prohibition  to  awarding  a  grant  to  develop  a  proposal. 

Also,  such  start-up  grants  may  be  designed  to  support  an 
organization  that  is  starting  a  program  but  does  not 
clearly  meet  all  the  administrative  requirements  for 
obtaining  assistance  awards.   For  example,  if  an 
organization  has  presented  a  proposal  which  has 
potential  for  funding  but  the  organization  does  not  have 
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adequate  management  systems,  an  initial,  relatively 
small  award  may  be  provided  to  support  the  program  and 
organizational  development.   During  the  time  of  the 
initial  award,  the  organization  will  be  required  to 
strengthen  its  systems.   If  it  meets  the  requirements 
during  the  initial  grant  period,  the  expectation  is  that 
USAID  will  then  provide  what  was  initially  contemplated. 
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INTERNATIONAL  FUND 

FOR 

AGRICULTURAL  DEVELOPMENT 

Mr.  Gilman:     I  understand  that  despite  the  Administration's 
pledge  to  provide  $90  million  for  the  4th 
replenishment  of  the  International  Fund  for 
Agricultural  Development  ("IFAD"),  you  will  not 
fund  that  organization.   Can  you  tell  us  why? 

Answer:    I  want  to  be  clear  on  this  matter  of  a  supposed  U.S. 

pledge  to  provide  $92  million  for  the  Fourth 

Replenishment  of  IFAD.   The  facts  are  clear.   At  no 

time  has  the  United  States  made  a  pledge  to  contribute 

any  specific  level  of  funding  or  share  of  funding  for 

the  Fourth  Replenishment.   The  Category  One  countries 

as  a  group  did  agree  to  a  target  of  $420  million  in 

agreeing  to  the  Fourth  Replenishment.   If  they  cannot 

reach  that  target,  then  it  is  reasonable  to  assume  that 

negotiations  will  have  to  be  reopened.   A  final 

decision  has  not  been  made  on  a  specific  U.S.  pledge 

level  to  the  Fourth  Replenishment.   We  are  continuing 

our  consultations  with  Congress  and  within  the 

Administration  on  this  issue. 

However,  after  earlier  consultations  with  Congress  and 
careful  consideration  of  our  own  budgetary  situation, 
USAID  did  decide  not  to  exercise  the  authority  Congress 
has  provided  to  permit  transfer  of  FY-96  Development 
Assistance  funds  to  the  International  Organizations  and 
Programs  Account  (lO&P)  for  IFAD.   USAID  is  opposed  to 
using  bilateral  assistance  resources  to  fund  IFAD.   We 
believe  that  any  pledge  to  the  Fourth  Replenishment 
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should  be  funded  directly  from  multilateral  assistance 
Q         resources.   USAID  and  other  U.S.  agencies  are  seeking 
to  reach  agreement  on  how  a  multi-year  pledge  to  the 
Fourth  Replenishment  would  be  financed  before 
committing  the  U.S.  Government  to  such  a  pledge. 
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AS  HA 

Mr.  Gilman:     Can  you  detail  your  plans  to  support  worthwhile 
organizations  such  as  Hadassah,  American 
University  of  Beirut  and  the  Weiztman  Institute 
under  the  American  Schools  and  Hospitals  Abroad 
( "ASHA" )  program? 

Answer:    The  FY  96  awards  process  for  the  American  Schools  and 
Hospitals  abroad  program  was  delayed  because  of 
uncertainty  about  budget  for  the  awards  cycle. 


The  award  decisions  are  based  upon  assessment  by 
individual  reviewers.   This  process  will  now  take  place 
in  June  1996  with  the  individual  reports  being  received 
in  July  1996;   based  upon  prior  experience,  the  awards 
recommendations  will  not  be  made  before  September  1996. 


Since  this  is  an  annual,  competitive  awards  process,  no 
indication  may  be  made  about  whether  awards  will  be 
made  and  in  what  amounts  until  the  awards  decisions 
have  been  taken.   The  institutions  named:   AUB, 
Hadassah  and  Feinberg/Weizmann  have  generally  been 
highly  regarded  and  have  competed  well  in  the  past. 
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OTHER  ISSUES 

Mr.  Gilman:     I  understand  you  will  be  proposing  a  number  of 
mission  closings  over  the  next  few  years.  I 
understand  that  the  Secretary  must  review  and 
approve  this  list.   Certainly  some  of  these 
closings  are  non-controversial   and  others  are 
expected.  For  exaimple,  you  noted  in  a  recent 
speech  that  USAID  planned  to  close  most  of  its 
missions  in  SEED  and  NIS  countries.   Can  you 
provide  any  specific  details  of  the  missions  to  be 
closed. 


Answer:    The  Agency  is  discussing  with  the  Secretary  the 

countries  where  missions  will  be  closed  and  the  timing 
of  each  mission  closing.   When  this  is  completed, 
consultations  with  the  governments  concerned  will  be 
held.   It  would  be  premature  to  publish  a  list  now; 
however,  when  the  process  has  been  completed  we  will 
provide  you  with  the  listing. 

In  the  SEED  and  NIS  countries  the  program  was 
envisioned  to  be  time-limited  and  thus,  there  was  no 
need  for  a  long-term  presence.   This  was  to  be  short- 
term  transitional  program  to  help  jump  start  the  market 
democracies  in  the  region.   As  the  programs  in  the 
countries  have  successfully  been  completed,  the  Agency 
is  graduating  the  countries.  This  year  the  Estonia 
mission  will  close  and  next  year  the  mission  in  the 
Czech  Republic  will  close. 
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USAID  OPERATING  EXPENSE  REQUEST 

Mr.  Gilman:     In  your  budget  negotiations,  I  understand  that  0MB 
wanted  a  much  lower  Operating  Expense  number  for 
USAID.   Can  you  describe  the  negotiations 
surrounding  your  operating  expense  number? 

Answer:    Several  scenarios  were  reviewed  both  within  the  Agency 

and  with  0MB  regarding  levels  for  all  the  USAID 

accounts.   Difficult  choices  had  to  be  made.   Both  the 

Administration  and  the  Congress  are  working  to  get  to  a 

balanced  budget.   USAID  in  FY  1996  has  already 

experienced  a  $500  million  cut  in  Development 

Assistance  and  a  large  cut  in  operating  expenses.   Even 

in  the  best  of  times  several  budget  options  are  always 

examined.   In  these  times  of  tighter  purse  strings,  it 

took  a  great  deal  of  effort  to  decide  what  the  best 

balance  between  all  the  accounts  would  be- -levels  that 

would  not  dismember  major  programs  either  by  loss  of  a 

program  budget  or  by  loss  of  USAID  staff  to  manage 

those  programs. 
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REDUCTION  IN  FORCE  AT  USAID 

Mr.  Gilman:     You  argued  that  you  needed  authority  to  transfer 
up  to  $25  million  in  foreign  aid  funds  to  your 
operating  expenses  to  prevent  a  forced  Reduction 
in  Force  ("RIF")  at  USAID.   The  Congress  agreed 
with  you  and  voted  to  give  you  that  authority.   We 
did  this  specifically  to  prevent  the  RIF  you 
warned  us  about.   You  are  now  preparing  for  a  RIF, 
not  because  Congress  mandated  but  because  your  own 
0MB  did  not  allow  higher  spending  on  operating 
expenses.   Is  this  correct  and  can  you  describe 
the  process  you  will  follow?   RIFs  lead  to 
expensive  litigation.   Can  you  assure  us  that  your 
RIF  will  not  lead  to  millions  wasted  in  attorney's 
fees? 

Answer:    Funding  provided  under  the  FY  1996  appropriations, 

along  with  trust  fund  availabilities  and  a  $27  million 

carryover,  may  allow  the  Agency  to  meet  funding  needs 

for  the  current  fiscal  year.  However,  that  is  still  in 

guestion.   Even  with  the  $25  million  transfer,  we  are 

short  given  the  FY  1996  level  which  GAO  indicated  we 

would  need  to  avoid  anti-deficiency. 


While  Congress  has  not  yet  acted  on  providing  funding 
levels  for  USAID  operations  for  FY  1997,  there  have 
been  strong  signals  that  one  should  expect  a  downward 
trend,  not  an  upward  one.   Even  so,  we  asked  for  $5 
million  more  in  appropriated  operating  expenses  than 
was  allowed  by  Congress  for  FY  1996.   Unfortunately, 
this  is  not  enough  to  meet  all  anticipated  expenses, 
which  include  increased  costs  due  to  inflation  ($17 
million)  and  salary  increases  ($8  million).   Along  with 
decreased  availabilities  of  trust  funds  and  an 
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anticipated  carryover  of  only  $9  million,  there  will  be 
a  shortfall  of  over  $30  million  in  FY  1997.   Since 
fixed  recurring  costs  based  on  salary  and  other  support 
needs  are  over  80%  of  USAID's  operating  costs,  severe 
reductions  in  operating  expenses  cannot  be  absorbed 
without  further  reductions  in  overseas  missions  and 
staff  both  in  the  field  and  USAID  Washington. 

RIF  procedures  are  very  complicated,  especially  given 
that  the  Agency,  with   Gene'ral  Schedule  and  Foreign 
Service  employees,  as  well  as  SES  and  SFS,  must  work 
out  separate  procedures  for  these  systems.   We  have  a 
timeline  for  actions  that  must  take  place  between  April 
30,  1996,  and  September  30,  1996;  this  timeline  has 
been  provided  to  Agency  employees.   RIF  actions  must  be 
completed  within  this  time  frame  in  order  for  the 
Agency  to  be  able  to  operate  under  the  requested  level 
in  FY  1997.   Ninety-seven  foreign  service  employees 
received  their  reduction-in-f orce  notices  on  June  18th. 
Letters  to  affected  civil  service  employees  will  be 
delivered  in  mid-July. 

We  are  carefully  deliberating  each  step  we  take  in 
order  to  assure  that  every  part  of  the  process  is  open 
and  above  board  and  both  fair  and  legal.   Just 
conducting  this  RIF  has  high  costs;  we  believe  the 
steps  we  are  taking  will  help  assure  that  these  costs 
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do  not  increase  further  due  to  mistakes  on  our  part. 
Question  and  answer  sessions  are  held  for  all         >,. 
interested  USAID  staff  at  least  on  a  weekly  basis,  and 
as  steps  of  the  process  become  more  defined.  Agency- 
wide  notices  are  sent  out.   Management  has  a  continuing 
dialogue  with  the  two  unions  which  represent  Agency 
staff.  We  are  conducting  career  transition  and  stress 
management  workshops.   All  this  is  occuring  after  we 
have  spent  many  months  trying  to  find  other  ways  to 
save  money,  efforts  which  have  saved  $27  million  in  FY 
1997  costs.   Unfortunately,  it  was  not  enough. 
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CONTINGENCIES 

Mr.  Gilman:     You  have  often  spoken  of  the  need  to  plan  on 

opening  new  missions  in  countries  such  as  Cuba, 
North  Korea,  and  Syria  should  the  Secretary  decide 
we  need  to  begin  assistance  programs.   What  formal 
process  do  you  use  to  begin  planning  for  such 
contingencies . 

Answer:    There  is  no  formal  planning  process  for  those  types  of 

contingencies.   Our  geographic  bureaus  maintain  close 

contact  with  their  Department  of  State  counterparts  to 

monitor  all  developments  in  a  region.   We  are  always 

sensitive  to  the  possibility  of  breakthroughs  or 

diplomatic  events  which  might  presage  a  new  assistance 

program.   The  planning  process  is  very  much  a  function 

of  the  lead  time,  our  prior  knowledge  of  the  country's 

development  needs,  and  the  inherent  tradeoffs  of 

diverting  scarce  staff  resources  to  analyzing 

contingencies . 


Of  the  countries  cited,  our  thinking  is  furthest  along 
with  respect  to  Cuba.   Following  President  Clinton's 
October  6,  1995  announcement  of  various  measures  to 
promote  the  development  of  civil  society  and  a 
democratic  transition  in  Cuba,  USAID  has  prepared  a 
grant  for  Freedom  House  to  promote  information 
dissemination  in  Cuba.   USAID  is  also  examining  other 
possible  activities  to  promote  a  democratic  transition 
in  Cuba  consistent  with  the  Cuba  Democracy  Act  of  1992 
and  the  Cuban  Liberty  and  Democratic  Solidarity 
(Libertad)  Act  of  1996.  These  activities  will  be 
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undertaken  without  a  USAID  presence  in  Cuba.   Also, 
pursuant  to  Title  II  of  the  Liberta'd  Act,  USAID  has 
begun  preparation  of  a  document  that  will  address  the 
likely  role  of  external  assistance  during  a  transition 
to  democracy. 
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USAID  COOPERATION  WITH  USIA 

Mr.  Gilman:     USAID  and  USIA  pledged  to  increase  cooperation  in 
programs  in  which  they  have  shared  interests. 
Specifically,  in  the  area  of  international 
exchanges  and  training  programs,  media  development 
and  democracy  programs.   How  would  you  assess 
progress  in  reducing  the  duplication  and 
sustaining  this  new  found  cooperation? 

Are  our  expectations  too  high  with  regard  to 
seeing  real  reform  to  eliminate  duplication 
and  better  utilize  the  taxpayers'  money  for 
these  programs? 

Answer:    Your  expectations  for  eliminating  duplication  between 
USIA  and  USAID  programs  are  well-founded.   We  have 
begun  regular  joint  policy  and  program  level  meetings 
to  identify  common  areas  on  which  the  two  agencies  can 
collaborate.   The  first  policy  meeting  was  held  on  June 
19th.   Agenda  items  discussed  were  administrative 
functions  such  as  English  language  instruction  and 
monitoring  and  in-country  or  regional  collaboration  in 
sectors  in  which  both  agencies  have  programs.   Progress 
toward  fulfilling  our  commitment  to  reducing 
duplication  and  sustaining  cooperation  will  become 
evident  as  the  two  agencies  implement  the  actions 
recommended  in  our  joint  report  of  March  4,  1996,  to 
the  HIRC.  A  second  meeting  is  proposed  in  October  to 
further  our  efforts. 

The  nature  of  our  programs  are  fundamentally  different 
--  USIA  essentially  administers  fellowships  while  USAID 
activities  are  part  of  our  broader  development 
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assistance  program.   The  two  agencies  can  eliminate  any 
duplicative  programs  and  search  for  ways  to  better 
utilize  taxpayer  funds.   The  nature  of  our  programs  are 
fundamentally  different  --  USIA  essentially  administers 
fellowships  while  USAID  activities  are  part  of  our 
broader  development  assistance  program.   We  recognize, 
however,  that  identification  of  the  most  critical 
problems  and  identifying  solutions  will  take  time  and 
serious  effort  on  the  part  of  both  agencies.   USAID  is 
committed  to  successful  collaboration  with  USIA  in 
streamlining  the  operations  of  programs  in  which  we 
have  shared  interests . 
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Mr.  Gilman:     When  you  publicly  referred  to  USIA's  response  to 

the  budget  cuts  as  leaving  the  agency  in  "terrible 
shape."   What  did  you  mean? 

Answer:        On  April  11th,  I  addressed  USAID  employees 

regarding  the  future  of  USAID  given  the  budgetary 
constraints  we  faced  after  the  enactment  of  the  FY 
1996  appropriations  bill.  I  announced  that  day  an 
impending  reduction-in-f orce  (RIF)  for  our  foreign 
service  and  general  schedule  employees.   During  my 
statement  I  mentioned  that  USIA's  future  was  still 
unclear  because  as  of  that  date,  they  continued  to 
operate  without  enactment  of  their  appropriations 
bill.   My  comment  about  the  agency  being  in 
"terrible  shape"  referred  to  how  these  colleagues 
must  feel  about  their  future  --  not  knowing 
whether  or  not  they  would  have  RIFs  due  to  cuts  in 
their  budget.   I  offered  this  description  to 
contrast  USAID's  situation  of  certainty  --  our 
appropriations  bill  was  signed,  we  knew  what  our 
future  would  look  like,  what  our  operating  budget 
for  FY  1996  would  be  and  sadly,  how  many  people 
would  have  to  be  separated.   Let  me  make  myself 
clear,  I  spoke  only  of  USIA's  budgetary 
uncertainty  and  was  not  commenting  on  any  other 
aspect  of  USIA. 
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USAID  COOPERATION  WITH  USIA 

Mr.  Gilman:     For  FY  97,  will  USAID  be  transferring  monies  to 

USIA  for  any  particular  programs,  such  as  has  been 
done  in  the  past  for  exchange  programs  under  the 
Freedom  Support  Act? 

Answer:    We  do  expect  to  continue  to  transfer  funds  to  USIA  for 

exchange  programs  under  the  Freedom  Support  Act,  as  we 

have  in  prior  years.   The  amount  of  the  transfer  will 

be  determined  when  our  appropriation  level  is  known. 

In  FY  1996,  $30.2  million  is  being  transferred  from  FSA 

funds  to  USIA,  but  no  funds  will  be  transferred  from 

other  accounts. 
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OTHER  ISSUES 

Mr.  Gilman:     USAID  has  noted  that  the  cooperation  with  USIA  in 
the  NIS  is  quite  good.   However,  complaints  have 
been  registered  that  USAID  has  overreached  its 
capabilities,  and  should  be  utilizing  the 
longstanding  expertise  of  USIA.   Are  there  any 
changes  expected  in  this  assistance  program? 

Answer:    USAID  continues  to  display  a  strong  capability  to 

oversee  activities  in  the  media-assistance  area,  and  we 
do  not  feel  that  capability  has  been  overreached. 


The  General  Accounting  Office  recently  reviewed  USAID's 
three-year  grant  to  Internews,  USIA's  three-year  grant 
to  the  Russian-American  Press  and  Information  Center 
(RAPIC)  in  Moscow   and  other  smaller  media-assistance 
programs.   In  the  report  entitled  "Promoting 
Democracy,"  presented  in  February  1996  to  this 
committee,  GAO  wrote:   "Overall,  we  found  that  the 
independent  media  program  has  helped  expand  and  raise 
the  quality   of  news  reporting  throughout  the  Russian 
Federation. " 

USAID  and  USIA  continue  to  work  together  closely  on  NIS 
media  projects.   USAID  utilizes  the  expertise  of  USIA 
in  the  NIS   and  works  to  ensure  joint  achievement  of 
assistance  and  foreign  policy  goals. 

From  the  Russian-American  Press  and  Information  Center 
and   the  Media  Resource  Clearing  House  in  Russia,  to 
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independent  print  training  in  Kyrgyzstan,  to  Democracy 
Commissions  Small  Grants  Programs  in  Central  Asia  and 
the  Caucasus,  USAID  works  closely  with  USIA  to  make  the 
most  effective  use  of  the  two  agencies'  respective 
strengths. 

USAID  provides  funds  transfers  to  support  a  number  of 
USIA  activities  in  the  region.  In  the  Caucasus,  both 
USAID  and  USIS  work  with  Internews  Network,  a  private 
media-assistance  NGO  which  successfully  leverages  the 
complementary  expertise  of  each  agency  to  implement  a 
comprehensive  elections  coverage  package. 

As  another  example  of  interagency  cooperation,  when 
Internews  personnel  working  under  a  USAID  program 
encounter  an  individual  journalist  who  seems  to  display 
unusual  professional  potential,  they  may  work  with  USIA 
to  arrange  a  training  internship  in  the  U.  S. 

To  date,  the  bulk  of  USAID's  own  media-assistance 
program  in  NIS  has  been  handled  through  grants  and 
cooperative  agreements  with  Internews.   USAID  also 
funds  the  Media  Development  Program  (formerly  the 
Russian-American  Media  Partnerships  Program) ,  managed 
by  the  Eurasia  Foundation  and  the  Media  Development 
Loan  Fund. 
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Much  more  remains  to  be  done  in  this  field.   As  the  GAO 
report  noted,  the  independent  news  media  in  NIS  remain 
in  a   relatively  insecure  position  despite  all  the 
support  they  have   received.   Our  programs  will  be 
modified  to  address  evolving   conditions.   But  at 
present,  we  anticipate  no  fundamental  changes   in  what 
we  consider  to  be  a  successful  formula. 
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DEMOCRACY  AND  GOVERNANCE  PROGRAM 

Mr.  Oilman:  I  understand  that  the  USAID  Mission  in  South  Africa 
is  considering  a  plan  that  would  give  South  African 
"umbrella"  NGOs  grant-making  authority  for  our 
democracy  and  governance  program.   Is  this  correct 
and  do  you  believe  it  is  wise  policy? 

— Are  you  concerned  that  American  organizations  such 
as  the  National  Democratic  Institute  and  the 
International  Republican  Institute  will  have  to  ask 
South  Africans  for  permission  to  spend  American  tax 
dollars? 

— Does  the  Mission  in  South  Africa  plan  to  screen 
the  political  stance  of  these  South  African 
"umbrella"  NGOs  before  giving  them  grant-making 
authority? 


Answer:   Beginning  in  Fiscal  Year  1996,  USAID/South  Africa  is 

planning  to  make  a  portion  of  its  democracy/governance 
(D/G)  grants  through  organizations  that  serve  as 
"umbrellas,"  which  will  manage  sub-grants  to 
organizations  carrying  out  D/G  activities.   This  will  be 
a  more  efficient  arrangement  to  handle  assistance  to 
numerous  small  grantees. 

Umbrella  management  mechanisms  can  be  implemented 
through  contracts,  grants,  or  cooperative  agreements 
with  U.S.  or  local  organizations.   In  D/G  in  South 
Africa,  the  Mission  plans  to  emphasize  cooperative 
agreements  with  South  African  or  American   NGOs/PVOs. 
The  umbrella  organizations  will  be  chosen  by  a 
competitive  process,  in  response  to  Requests  for 
Applications  (RFAs)  in  various  fields.   Responses  will 
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not  be  restricted  to  South  African  organizations,  and 
the  Mission  expects  some  responses  to  come  from  American 
organizations  which  are  already  working  in  South  Africa 
or  wish  to. 


USAID/South  Africa  does  not  intend  to  give  total 
programmatic  responsibility  for  all  D/G  activities  to 
such  umbrella  organizations.   First,  umbrellas  will  only 
be  used  in  sectors  in  which  a  large  number  of  sub-grants 
are  anticipated.   (These  sub-grants  also  will  be  awarded 
competitively,  based  on  published  RFAs . )   In  some 
sectors,  individual  grants  will  continue  to  be  managed 
directly  by  USAID/South  Africa.   (Most  of  these 
individual  grants  will  again  be  awarded  competitively  in 
response  to  published  RFAs.)   For  example,  USAID/South 
Africa  plans  to  directly  compete  and  manage  grants  in 
conflict  resolution  in  the  KwaZulu-Natal  Province, 
because  of  the  political  sensitivity  of  those 
activities.   It  also  will  directly  compete  and  manage 
grants  for  selected  civil  society  organizations  engaged 
in  public  policy  development  and  public  policy 
information  dissemination. 

Second,  where  USAID/South  Africa  does  use  umbrella 
mechanisms,  the  authorities  allowed  under  the 
"substantial  involvement"  clause  of  cooperative 
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agreements  will  allow  USAID  to  guide  the  programmatic 
content  and  direction  of  activities  implemented  under 
umbrellas.   These  authorities  include:  (1)  approval  of 
the  umbrella  recipient's  annual  work  plans;  (2)  approval 
of  key  personnel  of  the  umbrella  organization;  (3) 
approval  of  the  umbrella's  monitoring  and  evaluation 
plans;  and  (4)  USAID  involvement  in  monitoring  progress 
toward  the  achievement  of  program  objectives  during  the 
course  of  the  cooperative  agreement.   For  example, 
USAID/South  Africa  will  define  specific  criteria  to  be 
used  in  the  selection  of  sub-grants  through  the 
development  of  work  plans;  and  USAID/South  Africa  will 
be  actively  involved  in  program  monitoring  and 
evaluation  oversight  of  sub-grants  under  umbrellas. 

Past  and  current  USAID/South  Africa  funding  of 
activities  of  the  National  Democratic  Institute  and  the 
International  Republican  Institute  has  been  through 
direct  cooperative  agreements  with  those  organizations, 
not  umbrellas.   If  further  funding  to  those  institutes 
is  deemed  appropriate,  it  is  anticipated  that  it  would 
be  through  individual  agreements  that  would  be  managed 
by  USAID/South  Africa  where  follow-on  funding  is 
permitted.   Otherwise,  further  funding  would  be  on  a 
competitive  basis. 

However,  there  may  be  cases  where  American  organizations 
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do  choose  to  compete  for  USAID  assistance  through  RFAs 
issued  by  umbrella  organizations,  and  if  those 
organizations  are  chosen  through  the  competitive 
process,  their  funding  would  be  managed  by  the  umbrella 
organization. 

This  does  not  mean  that  these  American  organizations 
have  to  "ask  South  Africans  for  permission  to  spend 
American  tax  dollars."   No  organization,  South  African 
or  American,  has  a  "claim"  on  American  tax  dollars.   The 
whole  purpose  of  the  competitive  process  is  to  base 
awards  on  the  quality  of  program  proposals  (which  are 
consistent  with  USAID  program  goals  and  objectives)  and 
the  capacity  of  proposing  organizations  to  deliver  what 
they  propose,  as  judged  by  an  impartial  selection 
process  based  on  publicly  known  criteria  specified  in 
the  RFAs.   All  sub-grants  awarded  by  umbrella 
organizations  will  be  through  competitive  processes 
using  RFAs. 

The  Mission  does  not  intend  to  "screen  the  political 
stance"  of  South  African  or  American  organizations  which 
wish  to  compete  and  to  serve  as  umbrellas.   As  a  matter 
of  general  and  stated  policy,  the  Mission  seeks  to  work 
with  South  African  NGOs  that  are  not  aligned  with  a 
political  party  or  perceived  as  partisan.   This  policy 
will  apply  to  USAID  direct  grants,  to  umbrella 
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cooperative  agreements,  and  to  sub-grants  under  umbrella 
mechanisms  in  the  D/G  portfolio. 
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USAID  REENGINEERING  AND  FOREIGN  SERVICE  NATIONALS 

Mr.  Gilman:     Does  the  reengineering  of  USAID  include  empowering 
foreign  service  nationals  to  make  decisions 
affecting  their  home  country? 

Answer:    This  is  not  an  implicit  feature  of  reengineering, 

although  foreign  service  nationals  are  typically 

engaged  in  development  activities  that  have  significant 

beneficial  effects  upon  their  own  countries.   However, 

reeengineering  does  give  them  a  greater  voice  than  has 

been  true  in  the  past  in  recommending  courses  of 

action;  but  final  decisions  remain  in  the  hands  of  U.S. 

direct  hire  employees. 
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Mr.  Gilman:     Are  you  concerned  about  foreign  service  nationals 
overseeing  politically  sensitive  democracy  and 
governance  programs? 

Answer:    Politically  sensitive  decisions  about  democracy  and 

governance  programs  are  made  by  those  representatives 

of  the  country  team  to  whom  such  authority  is  given. 

Most  democracy  and  governance  programs  are  administered 

by  committees  or  teams  composed  of  representatives  of 

USAID,  State  and  other  affected  representatives. 

Foreign  service  nationals  are  often  consulted 

concerning  their  views  on  political  matters. 
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Mr.  Gilman:     Do  you  know  of  any  situations  in  which  an  American 
foreign  service  officer  from  a  different  agency 
was  required  to  ask  permission  of  a  USAID  foreign 
service  national  for  the  funding  of  a  cooperative 
project? 

Answer:    In  countries  where  U.S.  direct  hire  personnel  have  a 

heavy  workload  and  the  mission  receives  many  funding 

requests,  they  may  use  local  staff  to  screen  project 

proposals.   Foreign  service  nationals  are  prohibited 

from  making  final  decisions  about  funding  matters 

(authorization  and  commitment  of  funds) . 
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Mr.  Gilman:     Do  you  believe  that  USAID  shpuld  monitor  the 
political  viewpoints  of  its  foreign  service 
nationals,  particularly  if  they  are  working  on 
sensitive  issues,  like  democracy  and  governance? 

Answer:    All  employees  in  overseas  missions  are  subjected  to 

strict  security  investigations,  including  political 

orientation,  prior  to  employment  by  USAID. 
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FEDERAL  TRIANGLE  BUILDING 

Mr.  Gilman:     Concerning  your  failed  move  to  the  Federal 

Triangle  Building  ("FTB")  [now  called  the  Ronald 
Reagan  building],  I  understand  the  building  will 
be  the  second  largest  federal  building  after  the 
Pentagon  with  GSA  charging  up  to  twice  the  rent 
charged  by  commercial  buildings  in  the  area.   The 
appropriators  prohibited  USAID  from  spending  any 
FY  1996  monies  on  the  move.   I  understand  that 
despite  this  prohibition,  you  are  planning  on 
spending  pre-FY  1996  funds  on  the  move.   If  the 
appropriators  prohibit  FY  1997  funds  for  the  move, 
what  will  you  do? 

Answer:    USAID,  State,  GSA  and  0MB  representatives  are  actively 

consulting  with  members  of  Congress  on  how  to  deal  with 

this  problem  in  a  most  cost-effective  way,  since  the 

potential  cost  to  the  several  agencies  involved  could 

be  high.   GAO  has  reviewed  the  data  collected  by  the 

involved  agencies  regarding  the  costs  of  various 

options  and  reported  to  Congress  that  alternatives  to 

USAID 's  moving  to  FTB  could  result  in  higher  costs  to 

the  U.S.  Government. 
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HAITI  —  SUPPORT  FOR  DEMOCRATIC  PROCESS 

Mr.  Gilman:     The  democratic  process  in  Haiti  is  very  fragile. 

Our  policy  appears  to  have  made  a  one-party  state. 
What  has  AID  [done]  to  strengthen  traditional 
democratic  parties  in  Haiti  to  promote  pluralism? 
Are  there  pending  proposals  aimed  at  achieving 
that  objective? 

Answer:    There  has  been  considerable  progress  in  Haiti  over  the 

past  seventeen  months   --  including  election  of  a  new 

parliament  and  local  governments  and  the  first-ever 

transition  from  one  democratically  elected  president  to 

another.   Nonetheless,  the  democratic  process  in  Haiti 

remains  fragile  and  support  for  democratic  institutions 

and  pluralism,  including  the  parliament,  local 

governments,  civil  society  and  a  new  system  of  justice, 

are  priorities  for  USAID. 

The  Lavalas  movement  won  overwhelming  victories  in 
presidential,  parliamentary  and  local  government 
elections  that  international  observers  were  generally 
satisfied  accurately  reflected  the  will  of  the  Haitian 
people.   However,  political  life  in  Haiti  confirms  that 
it  is  decidedly  not  simply  a  one-party  state.   Lavalas 
is  movement  itself  is  made  up  of  several  political 
parties  linked  by  a  common  goal  of  social  change,  which 
often  have  marked  differences  on  major  issues. 
Moreover,  party  discipline  is  weak  and  members  tend  to 
vote  on  the  basis  of  individual  belief  rather  than 
party  position.   Their  positions  on  topics  such  as 
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privatization  and  decentralization  can  be  very 
different.   The  Lavalas  members  of  parliament  are  not 
united  on  every  issue  and  do  not  vote  as  a  single  block 
with  tight  party  discipline.   A  large  number  of 
political  groupings  is  represented  in  the  parliament, 
as  well,  and  exercise  their  rights  and  privileges 
freely.   Ten  of  27  Senators  are  members  of  opposition 
parties  or  are  independents.   (See  attached  chart  for 
details.)   Twenty-two  percent  of  the  Chamber  of 
Deputies  (the  lower  house)  are  affiliated  with 
opposition  parties  or  are  independents.   Of  133  mayors 
and  municipal  councils,  23  percent  are  from  opposition 
parties  or  are  independents. 

On  numerous  occasions,  parliament  has  demonstrated  its 
independence  of  both  President  Aristide  and  President 
Preval  on  key  issues,  such  as  the  appointment  of  the 
Director  of  the  Haitian  National  Police.   In  Haitian 
civil  society  today,  political  debate  proceeds  without 
coercion  or  fear  of  government  reprisal.   The  print  and 
broadcast  media  are  free  and  active,  expressing  a  wide 
spectrum  of  views,  including  strong  dissent  from  the 
government's  stated  positions  on  key  issues,  such  as 
privatization  and  the  economic  reform  program. 

USAID  does  not  have  any  programs  that  provide  direct 
assistance  to  political  parties,  although  during  the 
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1995  elections  we  did  provide  nonpartisan  training  for 
political  parties  and  their  designated  pollwatchers 
through  the  National  Democratic  Institute.   There  are 
proposals  for  political  party-building  which  we  are 
prepared  to  examine.   Currently,  to  support  pluralism 
in  Haiti  we  have  a  program  to  strengthen  the  role  of 
civil  society  by   providing  assistance  for  activities 
implemented  by  nongovernmental  organizations, 
professional  associations  and  citizens  groups.   To 
reverse  the  concentration  of  political  power  in  Port- 
au-Prince,  we  are  also  supporting  the  development  of 
partnerships  at  the  local  level  between  local 
government  and  citizens  groups. 
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MICROENTERPRISE 

Mr.  Gilman:     What  percentage  of  AID'S  total  resources  for 

microenterprise  is  devoted  to  poverty  lending  -- 
defined  as  loans  under  $300.   Will  it  be  half  by 
the  end  of  1996,  as  was  the  commitment  in  USAID's 
1994  Microenterprise  Initiative? 

Answer:    In  the  1994  Microenterprise  Initiative,  USAID  pledged 

the  following: 

USAID  has  set  a  goal  of  devoting  half  of  all   its 
support   for  microenterprise  programs   to  poverty 
lending  programs  or  the  poverty  lending  portion  of 
mixed  programs   by   the   end  of   fiscal   year   1996. 
Poverty  lending  programs  will  be  defined  as  those 
which  serve  the  very  poor,  with  reference  to  loan 
sizes  below  $300  in  1994  dollars.  (Source:  USAID: 
Microenterprise  Initiative  Summary,  June  1994) 

The  evidence  we  have  to  date  suggests  that  USAID  is  on 

track  to  achieve  the  goal  as  stated. 


Analysis  of  the  clients  of  microenterprise  lenders 
supported  by  USAID  in  1994  shows  that  of  a  total  of 
$195  million  in  outstanding  microenterprise  loans,  $102 
million,  or  52  percent,  took  the  form  of  loans  less 
than  $300  (in  1994  dollars).   We  do  not  yet  have 
comparable  data  for  FY  1995,  and  FY  1996  is  still  in 
process;  however,  the  funding  patterns  for  FYs  1995  and 
1996  have  been  increasingly  poverty-oriented,  and  it  is 
therefore  unlikely  that  this  percentage  would  have 
fallen. 


97 


MICROENTERPRISE 

Mr.  Gilman:     Has  AID'S  capacity  to  reach  the  very  poor  through 
microenterprise  programs  improved? 

Answer:    USAID  has  long  supported  microenterprise  programs  that 

reach  the  very  poor.   An  early  example  is  the  Financial 

Institutions  Development  Project  I  in  Indonesia,  which 

supported  the  Badan  Kredit  Kecametan  in  Central  Java 

(and  sister  systems  in  other  provinces)  and  reached 

poor  clients  with  average  loan  sizes  well  under  $100. 

In  recent  years,  USAID 's  focus  on  reaching  the  very 

poor  has  grown.   This  is  due  in  part  to  increased 

adoption  by  US  private  voluntary  organizations  funded 

by  USAID  of  community  banking  and  related 

methodologies . 

Increased  poverty  orientation  is  also  due  to  the 
patterns  of  the  centrally  funded  programs,  particularly 
the   Microenterprise  Implementation  Grant  Program  ( IGP ) 
Fund,  begun  in  FY  1995,  which  heavily  weighs  outreach 
to  the  very  poor  in  selecting  grantees.   In  FY  1995, 
the  Implementation  Grant  Program  provided  grants  to  10 
programs:  four  with  average  loan  sizes  in  the  $50  to 
$300  range  (in  which  nearly  all  loans  would  be 
classified  as  poverty  lending);  three  with  averages  in 
the  $300  to  $1,000  range  (in  which  a  quarter  to  a  third 
of  all  loans  would  be  classified  as  poverty  lending) 
and  three  in  the  $1,000  to  $2,000  range,  where  an 
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estimated  10  percent  would  be  below  the  poverty  lending 
threshold.   This  pattern  also  holds  in  FY  1996. 
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Mr.  Gilman:     I  eiin  concerned  that  funding  for  Private  and 

Voluntary  Organizations  has ' not  been  maintained. 
We  have  made  cuts  but  we  intend  that  those  cuts 
should  happen  at  the  expense  of  government-to- 
government  programs.   Can  you  tell  us  of  your 
thinking  on  cutting  government  aid  and  maintain 
aid  through  PVOs? 


Answer:    Despite  the  fact  that  the  Agency  is  confronting 

difficult  budgetary  decisions,  funding  for  competitive 
USAID  programs  for  private  and  voluntary  organizations 
(PVOs)  will  continue  at  viable  levels.   The  impact  of  a 
23%  reduction  in  development  assistance  (DA)  this 
fiscal  year  will  result  in  scaling  back  many 
government-to-government  programs  to  a  significant 
degree  and  in  accelerating  plans  to  reduce  USAID 's 
presence  in  a  number  of  countries.   Funding  for  PVO 
programs  will  not,  however,  absorb  a  proportional  23% 
reduction.  The  $44  million  program  level  for  the  Office 
of  Private  and  Voluntary  Cooperation  which  manages  PVO 
grantmaking  programs  for  Child  Survival,  Matching 
Grants,  Ocean  Freight  Reimbursement,  Farmer-to-Farmer 
and  Cooperative  Development  Programs  represents  only  a 
12.2%  reduction  from  fiscal  year  1995.   USAID  is  taking 
advantage  of  the  fact  that  private  and  voluntary 
organizations  do  an  excellent  job  targeting  services  to 
the  neediest  in  a  cost-effective  and  efficient  manner, 
and  this  is  one  reason  why  PVOs  are  important 
development  partners.   This  Agency  has  never  worked 
more  closely  with  the  PVO  community  than  it  has  during 
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the  past  three  years  as  we  work  in  partnership  to  meet 
development  and  humanitarian  challenges. 


101 


RESULTS 

Mr.  Gilman:     You  are  moving  to  a  more  results-oriented  form  of 
delivering  foreign  aid.   In  the  past,  we  measured 
each  input  and  each  output  in  a  system  that  bogged 
down  and  many  times  delivered  little  aid.   You  are 
not  moving  to  junk  all  of  this,  simply  paying  for 
results  made  and  not  paying  for  results  failed. 
Can  you  describe  this  system  and  what  can  we  do  to 
help? 

Mr.  Atwood:     You  are  correct,  the  old  USAID  systems  and 

incentives  focussed  on  translating  "inputs"  (like 

buying  things  or  hiring  people)  to  "outputs"  (that 

is,  installing  a  computer,  completing  a  study  or 

providing  training).   There  was  inadequate 

attention  to  the  question  of  whether  these 

activities  were  translating  into  measurable 

results  (e.g.,  seeing  a  farmer's  income  increase). 


Our  new  programming  systems  --  which  I  might  add 
will  enable  the  Agency  to  fufill  the  requirements 
of  the  Government  Performance  and  Results  Act  of 
1993  ahead  of  schedule  --  focus  on  achieving 
nineteen  Agency  objectives.    This  past  year  we 
established  Agency-wide  indicators  of  performance 
for  these  objectives  and  have  provided  these  to 
all  operating  units .   This  means  that  over  time 
USAID  will  not  only  have  results  data  from  each 
operating  unit,  but  we  will  also  be  able  to  look 
at  the  performance  of  our  programs  and  be  able  to 
assess  what  we  are  doing  well  or  not  well.   I 
would  like  to  submit  for  the  record  "The  Agency's 
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strategic  Fr^unework  and  Indicators:  1995-1996." 
This  framework  sets  forth  the  Agency  mission, 
goals,  objectives  and  the  indicators  which  will  be 
used  to  assess  performance. 

Almost  all  of  USAID's  operating  units  have 
refocussed  the  former  portfolio  of  projects  and 
set  out  a  specific  set  of  strategic  objectives 
(SOs)  and  the  expected  results  for  each  objective. 
This  year,  for  the  first  time,  the  program 
narratives  in  the  Congressional  Presentation  will 
include  this  information  thereby  informing 
Congress  of  what  we  plan  to  achieve.   Also  this 
year,  we  began  putting  in  place  for  each  operating 
unit  a  Management  Contract  that  will  set  out  the 
performance  results  for  which  each  operating  unit 
or  mission  will  be  held  accountable. 

USAID  greatly  appreciates  your  support  for  the 
efforts  to  lift  the  Agency's  sights  from  counting 
process  and  things  to  questions  of  whether  or  not 
fertility  rates  are  dropping  or  incomes  growing. 
We  are  anxious  to  secure  Congressional  support  for 
the  newly  articulated  SOs  which  are  the  basic  unit 
of  the  strategic  planning  framework.   We  would  be 
happy  to  brief  you  and  others  in  greater  detail  on 
these  efforts. 
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TRANSITIONS 

Mr.  Hamilton:   What  lessons  have  we  learned  regarding  assistance 
in  post-conflict  situations? 

We  have  now  been  though  Somalia,  Mozambique, 
Haiti  and  other  cases  of  post-war  assistance. 
We  are  engaging  in  Bosnia,  Angola,  and 
possibly  Liberia. 

What  have  we  learned  from  the  former  crises 
that  is  instructive  for  the  latter? 
We  face  two  claims  on  our  resources  in  these 
cases:  immediate  easing  of  pain  versus  long- 
term  sustainable  development.   What  is  the 
proper  tradeoff  and  sequencing  of  these 
goals? 

Mr.  Atwood:     Faced  with  a  proliferation  of  crises,  the  U.S. 

Government  and  the  international  community 

continue  to  search  for  effective  ways  of  moving 

beyond  the  politically  charged  complex  emergencies 

which  have  consumed  an  inordinate  amount  of  our 

humanitarian  assistance.   Somalia,  Mozambique,  and 

Haiti  are  among  a  number  of  countries  where  we  are 

learning  to  promote  post  conflict  transitions. 

While  each  situation  is  unique,  we  carefully 

consider  how  lessons  learned  in  one  context  can 

apply  to  another. 

We  have  seen  that  transition  assistance  requires 
new  approaches  that  combine  the  speed  and 
responsiveness  of  humanitarian  operations  with  the 
resources  and  long  term  perspective  of  development 
models.   To  further  this  approach,  USAID  created, 
in  1994,  the  Office  of  Transition  Initiatives 
within  the  Bureau  for  Humanitarian  Response.   Its 
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approach  and  many  of  the  lessons  it  has  learned  in 
Haiti,  Angola,  Bosnia  and  elsewhere  are  outlined 
in  a  May  1996  report  to  Congress. 

Included  among  those  lessons  are:   security  is 
critical  for  political  development  to  take  place; 
timing  is  everything  -  fragile  situations  provide 
brief  opportunities  to  promote  transition  that  may 
pass  if  not  pursued  immediately;  plans  must  be 
both  flexible  and  not  overly  complicated. 
Tangible  resources  that  help  community  members 
work  together  to  restore  basic  local 
infrastructure  such  as  schools,  roads,  housing  and 
water  systems  often  provide  the  means  by  which 
political  life  can  be  rebuilt. 

While  it  is  logical  to  plan  for  a  sequencing  from 
relief  to  transition  to  sustainable  development, 
there  are  times  when  they  may  happen 
simultaneously  in  a  single  country  or  region.   Our 
programming  must  be  flexible  enough  to  respond  to 
opportunities  all  along  the  relief-development 
continuum.   While  relief  assistance  eases 
immediate  suffering,  sustainable  development 
assistance  can  help  prevent  the  need  for  costly 
relief  resources  in  the  future.   Both  are  critical 
components  to  support  U.S.  interests  abroad. 


105 


Foreign  Assistance  Budget  Request  for  FY  97 

Mr.  Hamilton:   The  FY  96  foreign  operations  bill  earmarked  $225 
million  for  Ukraine,  $85  million  for  Armenia,  and 
$30  million  for  Georgia. 

Do  you  believe  that  these  earmarks  accurately 
reflect  U.S.  foreign  policy  priorities  in  the  NIS? 

Answer:         U.S.  foreign  policy  is  focused  on 

institutionalizing  democratic  processes  and  on 

establishing  a  vibrant  private  sector  throughout 

the  NIS  region.   Earmarking  specific  countries 

inhibits  the  U.S.  from  taking  full  advantage  of 

all  the  opportunities  to  encourage  market  and 

democratic  reforms   in  non-earmarked  countries. 

Additionally,  earmarking  inhibits  the  U.S.  ability 

to  encourage  market  and  democratic  reforms  in 

earmarked  countries.   Countries  which  have  funds 

guaranteed  by  Congressional  earmarks  have  less 

motivation  to  pursue  reforms,  and  correspondingly, 

we  have  less  capacity  to  encourage  those  reforms 

by  withholding  funds.   We  believe  that  earmarking 

works  against  the  efficient  us  of  U.S.  resources 

to  achieve  maximum  effect  in  supporting  democratic 

and  market  transition  throughout  the  region. 
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Foreign  Assistance  Budget  Request  for  FY  97 

Mr.  Hamilton:   The  FY  96  foreign  operations  bill  earmarked  $225 
million  for  Ukraine,  $85  million  for  Armenia,  and 
$30  million  for  Georgia. 

Do  these  earmarks  have  the  unintended  effect  of 
slowing  reform  in  the  recipient  countries;  since 
these  nations  know  the  money  is  coming,  is  the  US 
ability  to  condition  funds  upon  reform  undercut? 

Answer:         It  is  difficult  to  prove  that  earmarks  have  the 

effect  of  slowing  reforms  in  particular  countries; 

however  that  result  is  certainly  possible.   It  is 

clear  that  when  a  country  is  earmarked  and  when 

that  country  also  is  not  commited  to  a  reform 

agenda,  then  the  earmark  undercuts  the  ability  of 

the  U.S.  government  to  encourage  reforms  by 

witholding  resources  until  reforms  are  undertaken. 

In  countries  fully  commited  to  reforms,  it  may  be 

that  an  earmark  per  se  would  not  effect  the 

implementation  of  their  reform  agenda.   In  the 

situation  of  an  earmarked  country  pursuing  a 

reform  agenda,  however,  the  effect  of  the  earmark 

is  to  skew  the  use  of  U.S.  government  resources 

inasmuch  as  they  may  well  be  used  more  effectively 

to  encourage  reforms  in  another  country  which  is 

less  committed.   For  these  reasons  we  strongly 

believe  that  Congressional  earmarking  should  be 

avoided.   We  are  concentrating  our  resources  on 

programs  where  reform  is  proceeding  and  we  are 

making  every  effort  to  ensure  that  we  shore  up 

reform  efforts. 
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Foreign  Assistance  Budget  Request  for  FY  97 

Mr.  Hamilton:   The  FY  96  foreign  operations  bill  earmarked  $225 
million  for  Ukraine,  $85  million  for  Armenia,  and 
$30  million  for  Georgia. 

Under  the  Freedom  Support  Act,  funds  are  to  follow 
reforms.   Has  this  been  the  case  in  Ukraine, 
Armenia  and  Georgia? 

Answer:         We  attempt  to  promote  reform  in  the  earmarked 

countries,  but  the  earmarks  themselves  make  it 

difficult  to  condition  assistance  on  a  country's 

progress  in  implementing  economic  and  political 

reforms.   Simply  put,  we  find  that  countries  which 

have  funds  guaranteed  by  Congressional  earmarks 

generally  have  less  motivation  to  pursue  reforms 

and  correspondingly  we  have  less  capacity  to 

encourage  those  reforms  by  withholding  funds.   The 

earmarks  also  keep  us  from  as  aggressively 

supporting  reforms  in  places  like  Moldova, 

Kyrgyzstan,  Russia  and  in  other  non-earmarked 

countries  as  we  would  prefer  due  to  the  lack  of 

resources.   USG  assistance  is  most  effective  where 

the  leadership  of  a  country  is  committed  and  where 

the  funds  provided  under  the  FREEDOM  Support  Act 

can  be  used  to  provide  technical  expertise  and  to 

help  strengthen  and  institutionalize  reform. 

USAID  programs  that  are  aimed  at  the  areas  where 

reformers  are  most  active  have  proven  to  be  the 

most  effective.   In  Armenia  and  Georgia,  a 

substantial  amount  of  money  is  provided  to  address 

humanitarian  requirements. 
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Foreign  Assistance  Budget  Request  for  FY  97 

Mr.  Hamilton:   The  FY  96  foreign  operations  bill  earmarked  $225 
million  for  Ukraine,  $85  million  for  Armenia,  and 
$30  million  for  Georgia. 

What  would  be  the  effect  of  a  decision  by  the 
Congress  to  impose  similar  earmarks  in  FY  97? 

Answer:        Congressional  country  or  sectorial  earmarking 
reduces  the  discretionary  funding  available  to 
other  USG  programs,  limiting  our  capacity  to 
continue  serious  reform  programs  in  non-earmarked 
countries.   We  would  have  to  choose  among  our  key 
programs  in  Central  Asia,  Moldova  and  other  non- 
earmarked  countries,  potentially  eliminating  some 
prematurely.   This  earmarking  will  leave  the  USG 
with  inadequate  resources  to  finish  the  core 
economic  and  political  transitions  in  Russia, 
Central  Asia,  and  Moldova  but  will  leave  the  USG 
with  funds  for  earmarked  countries  programs  far 
less  critical  to  successful  democratic  and  market 
transition.  These  earmarks  would  have  an  even  more 
pernicious  effect  in  that  they  can  create  a 
situation  in  which  countries  which  might  otherwise 
receive  much  less  funding  due  to  their  slowness  in 
implementation  or  failure  to  move  economic  reforms 
no  longer  feel  that  progress  on  reforms  is 
necessary  in  order  to  receive  assistance. 
Additionally,  we  would  be  less  able  to  reward 
unearmarked  countries  for  their  successful 
implementation  of  reforms  due  to  the  extreme 
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shortage  of  resources  which  would  be  caused  by  the 
absorption  of  resources  resulting  from  the 
creation  of  these  unconditional  entitlement 
programs.   Congressional  imposition  of  mandatory 
country  funding  levels  would  directly  undercut  the 
capacity  of  the  U.S.  government  to  condition 
funding  and  encourage  rapid  market  and  democratic 
transitions  in  these  countries. 
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THE  IMPACT  OF  CUTS  IN  U.S.  ASSISTANCE  TO  AFRICA 

Mr.  Hamilton:   What  countries  and  programs  have  been  most 

affected  by  the  cut  in  U.S.  assistance  to  Africa? 

Answer:    Overall  cuts  in  USAID's  development  assistance  account 

have  significantly  impacted  aid  to  Africa.   Following  a 

25%  cut  in  FY  1996  below  the  FY  1995  level  for  Africa, 

the  FY  1997  request  is  a  10%  increase.   However, 

because  this  is  still  below  the  levels  appropriated  for 

the  Development  Fund  for  Africa  during  FYs  1990-95, 

USAID  is  now  cutting  back  on  the  number  of  countries  we 

assist  and  the  programs  we  undertake. 

As  a  consequence  of  declining  operating  expenses  and 
reduced  development  assistance,  USAID  will  be  doing 
less  with  less  in  Africa,  as  elsewhere. 

Previously,  eight  bilateral  aid  programs  were  closed 
(Botswana,  Burkina  Faso,  Cameroon,  Chad,  Cote  d'lvoire, 
Lesotho,  Togo,  and  Zaire) .   This  year,  two  more 
bilateral  aid  programs  are  closing  out  (Cape  Verde  and 
Swaziland),  and  the  Small  Country  Program  (managed  from 
AID/W  for  CAR,  Congo,  Equatorial  Guinea,  Sao  Tome/ 
Principe,  and  Sierra  Leone)  is  also  being  discontinued. 
During  1997,  USAID  will  close  the  bilateral  program  in 
Guinea  Bissau,  and  at  least  one  other  is  currently 
under  consideration  for  closure  next  year. 

Even  in  the  remaining  core  sustainable  development 
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programs,  USAID  will  be  doing  less  as  Mission  staff 
levels  contract  and  funding  levels  decline. 

Most  adversely  affected  is  our  critical  support  for 
African  agriculture  and  private  enterprise.   The 
combination  of  lower  overall  aid  levels  and  growing 
earmarks  and  targets  has  resulted  in  only  25%  of  aid  to 
Africa  being  available  for  these  all-important  sectors 
in  FY  1997,  a  decline  from  51%  of  the  DFA  in  FY  1990. 
Consequently,  USAID  anticipates  being  forced  to  cut 
several  key  economic  development  programs  designed  to 
expand  African  markets  and  provide  new  trade  and 
investment  opportunities  for  U.S.  business.   We  also 
will  have  to  cut  funding  for  numerous  agricultural 
development  and  small  and  micro-enterprises  --  which 
are  critical  to  creating  employment  and  income, 
breaking  the  cycle  of  poverty  in  Africa,  and  preventing 
future  crises. 

Funding  for  consolidation  of  democratization  in  Africa 
is  also  insufficient  to  meet  field  demand,  forcing 
USAID  to  reduce  funding  for  key  democratic  governance 
activities  in  a  half  dozen  countries. 
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CHILD  SURVIVAL  AKD  DISEASES  PROGRAM 

Mr.  Hamilton:   Although  Congress  reduced  most  development  aid 
funding,  it  earmarked  children  and  infectious 
disease  programs  at  about  the  level  requested  for 
FY  1996.   How  have  you  integrated  this  earmark 
into  your  overall  plan  for  this  year? 

What  difficulties  have  you  confronted  in 
meeting  this  target  while  still  maintaining 
adequate  funding  in  other  sectors? 

Have  programs  promoting  broad  based  economic 
growth  been  squeezed  because  of  congressional 
cuts  and  earmarks? 

Answer:        Reducing  child  and  maternal  mortality  and  the 

spread  of  diseases  are  core  objectives  of  USAID's 

sustainable  development  programs.   The  child 

survival/disease  earmark,  used  to  support  these 

objectives,  is  essentially  a  straightline  from 

funding  levels  for  these  programs  in  FY  1995; 

however,  the  real  problem  is  the  overall  cut  in  FY 

1996  Foreign  Operations  Appropriation  Act  which 

reduced  bilateral  development  assistance  by  some 

23%  from  the  1995  level.   This  means  that 

congressional  "protected"  programs  such  as  child 

survival  and  disease  constitute  a  higher 

proportion  of  total  development  assistance  than  in 

previous  years. 

USAID's  child  survival,  HIV/AIDS  and  other  health 
efforts  do  not  exist  in  a  vacuum.   Programs  in 
economic  growth,  environment,  population  and 
democracy  all  have  an  impact  on  child  survival  and 


113 


on  one  another.   Severe  reductions  in  these  other 
programs  can  stymie  the  effectiveness  of  direct 
child  survival  and  health  activities. 

Thus,  the  real  difficulty  in  1996  is  maintaining  a 
balance  among  interdependent  programs  in  order  to 
pursue  viable  sustainable  development.   Under 
current  funding  levels,  other  sustainable 
development  programs  have  had  to  take  deeper  cuts, 
for  example,  economic  growth  took  a  30%  reduction 
and  population  programs  were  cut  by  35  percent. 
\\  Because  of  this,  a  number  of  programs  in  these 

other  areas  have  had  to  be  severely  cut  back  or 
even  eliminated,  with  a  negative  impact  on  the 
communities  served  as  well  as  on  USAID's  broader 
objectives. 

Given  the  interdependent  nature  of  the  development 
process,  the  absence  of  funding  for  other  programs 
can  mean  that  the  achievement  of  child  survival 
objectives  may  well  be  less  successful  than  what 
could  be  accomplished  with  a  more  balanced 
program. 
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RESTRICTIONS  ON  USAID  POPULATION  ASSISTANCE 

Mr.  Hamilton:   You  have  said  in  previous  statements  that  current 
congressionally  imposed  restrictions  on  USAID 
population  assistance  programs  are  "devastating" 
to  international  family  planning  efforts.   What 
has  the  agency  done  to  cope  with  the  freeze  until 
July  1  on  population  funds?   What  effect  have  the 
restrictions  had  on  women's  health,  abortion 
rates,  and  family  planning  services  more 
generally?   Have  you  canceled  any  new  projects 
scheduled  for  implementation  in  FY  96?   How  have 
you  managed  ongoing  programs  and  population 
project  pipelines  in  the  absence  of  planned 
obligations?   Are  other  donors  stepping  in  to  help 
make  up  shortfalls?   How  would  a  similar  outcome 
in  the  FY  97  appropriations  bill  affect  US  family 
planning  efforts? 

Answer:         USAID  has  developed  an  Agency-wide  plan  for 

dealing  with  the  decreased  budget  and  the  funding 
restrictions  contained  in  the  January  Continuing 
Resolution.   This  plan  makes  available  prior  year 
funds  and  is  helping  to  preserve  the  ability  of 
USAID  to  respond  to  worldwide  family  planning 
needs  during  this  particularly  difficult  year. 


However,  the  consequences  of  the  current  funding 
situation  are  being  felt  in  a  slowing  of 
implementation  at  all  levels  --  with  inevitable 
consequences  in  the  near  future  for  availability 
of  services.   For  example,  new  bilateral  family 
planning  efforts  in  Bangladesh,  Guatemala,  and 
Ghana  are  being  delayed.   While  no  new  centrally 
funded  contracts  scheduled  for  implementation  in 
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FY  96  have  been  canceled,  the  funding  restrictions 
have  caused  uncertainty  and  confusion  among  USAID 
Cooperating  Agencies  as  well  as  the  organizations 
we  work  with  in  host  countries .   Many 
organizations  receiving  USAID  funds  have  cut  staff 
or  stopped  hiring,  have  cut  back  on  planned 
activities,  or  have  undertaken  other  economizing 
measures  in  order  to  conserve  funds. 

Developing  and  implementing  this  plan,  with  the 
additional  staff  time  and  multiple  procurement 
actions  involved,  has  imposed  an  enormous 
administrative  burden  on  the  Agency.    Whereas 
normally  there  would  be  less  than  100  contracting 
actions,  the  metering  of  funds  will  require  400- 
500,  accompanied  by  additional  contract  amendments 
and  extensions.   The  administrative  burden  is 
compounded  by  added  management  required  by 
cooperating  agencies  and  our  field  counterparts 
who  must  now  plan  operations  on  very  tight 
pipelines,  in  many  cases  less  than  four  months. 

If  there  is  a  similar  outcome  in  the  FY  97 
appropriations  bill,  the  consequences  will  indeed 
be  devastating.   With  the  drying  up  of  pipelines, 
serious  programmatic  effects  will  begin  to  be  felt 
this  fall.   Some  geographic  and  functional  areas 
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will  have  to  be  cut  drastically  or  eliminated,  and 
there  will  be  little  flexibility  to  respond  to  new 
opportunities  and  changing  needs. 

Responsible  expert  estimates  indicate  that  when 
the  full  effect  of  a  35  percent  cut  is  felt, 
millions  of  couples  in  developing  countries  who 
rely  on  USAID-supported  programs  for  family 
planning  services  will  be  left  without  access  to 
these  services.   Specifically,  on  an  annual  basis, 
it  is  estimated  that  there  could  be  1.9  million 
more  unplanned  births;  1.6  million  more  abortions; 
8,000  more  women  dying  in  pregnancy  and 
childbirth,  including  from  unsafe  abortion;  and 
134,000  more  infant  deaths. 

Until  this  fiscal  year,  the  U.S.  has  contributed 
close  to  50  percent  of  all  donor  assistance  in 
family  planning.   This  leadership  role  will  be 
further  eroded  and  our  voice  weakened  as  a  result 
of  this  decline  in  our  concrete  commitment  to 
population  programs.   U.S.  global  technical 
leadership  in  international  family  planning 
programs  will  be  seriously  damaged,  including  our 
innovative  programs  and  the  full  range  of 
assistance  we  provide  to  public,  private  non- 
profit and  commercial  sectors.   Programs  that 
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build  on  family  planning  service  delivery  systems, 
such  as  maternal  and  child  health  and  prevention 
of  HIV/AIDS,  will  also  be  adversely  affected. 

While  a  few  donors  such  as  Japan  and  the  European 
Union  have  increased  their  population  funding  in 
the  last  couple  of  years,  other  donors  cannot  fill 
the  void  left  by  the  loss  of  U.S.  funding  and 
technical  expertise.   Even  more  serious,  other 
donors,  who  often  follow  the  U.S.  lead,  may  lose 
confidence  with  evidence  of  a  weakening  U.S. 
commitment . 

Finally,  the  contributions  that  the  U.S. 
population  assistance  program  has  made  to  U.S. 
foreign  policy  goals  at  relatively  low  cost  — 
including  improving  the  health  and  well-being  of 
women  and  children,  reducing  population  pressures 
on  the  environment  and  on  fragile  political  and 
social  institutions  in  developing  countries,  and 
strengthening  civil  society  --  will  be 
significantly  diminished. 
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EGYPT 


Mr.  Hamilton:   I  am  interested  in  the  question  of  reducing 

Egypt's  $6  billion  debt  to  the  United  States,  in 
order  to  provide  a  "soft  landing"  if  and  when  the 
United  States  reduces  its  economic  assistance  to 
Egypt,  so  that  the  peace  process  will  not  be 
harmed. 

Are  you  actively  looking  at  the  question  of  buying 
down  or  refinancing  Egypt's  debt,  in  order  to 
reduce  assistance  for  Egypt  while  simultaneously 
helping  Egypt  solve  a  problem? 


ANSWER: 


Although  the  buying  down  or  refinancing  of  Egypt's 
official  debt  may  be  an  option  to  pursue  if  the 
foreign  assistance  appropriation  for  Egypt  is 
reduced,  it  is  not  an  option  that  we  are  reviewing 
at  this  time. 
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Mr.  Heonilton:   Where  are  you  in  discussions  with  the  State 

Department  and  Treasury  Department  on  this  issue? 


ANSWER:        We  are  not  pursuing  discussions  on  this  subject  at 
this  time. 
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Mr.  Hamilton:   What  do  you  see  as  the  implications  of  a  cut  in 
Egypt's  $815  million  in  Economic  Support  Fund 
assistance,  the  same  amount  which  has  been 
requested  and  appropriated  annually  since  1986, 
and  which  is  the  amount  requested  by  the 
Administration  for  FY  1997? 


ANSWER:         There  is  general  understanding,  given  the 

reductions  in  the  overall  foreign  assistance 
appropriation,  that  aid  levels  to  Egypt  will  be 
reduced  at  some  point.   However,  the  peace  process 
is  at  a  critical  juncture  and  would  be  negatively 
affected  by  a  reduction  in  foreign  assistance  to 
Egypt  or  Israel  at  this  time. 
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Mr.  Hamilton:   Your  budget  is  under  enormous  pressure,  and  has 
been  on  a  downward  slope  since  1985.   Why 
shouldn't  large  Middle  East  accounts  share  some  of 
the  burden  of  those  cuts? 


ANSWER: 


Clearly,  they  will  have  to  at  some  point,  but  we 
believe  that  such  action  at  this  time  would  have  a 
serious  negative  impact  on  the  Middle  East  peace 
process,  in  which  Egypt  is  a  major  participant. 
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Mr.  Hamilton:   What  would  be  the  impact  on  the  Middle  East  peace 
process  of  assistance  cuts? 


ANSWER:         The  current  assistance  that  we  provide  to  Israel 
and  Egypt  is  a  direct  result  of  the  Camp  David 
Peace  Accords.   While  both  countries  understand 
that  it  is  not  perpetual,  the  assistance  is  viewed 
as  evidence  of  our  commitment  to  peace  in  the 
Middle  East  and  helps  to  establish  our  credentials 
as  an  honest  broker.   A  reduction  in  assistance  at 
this  critical  juncture  in  the  peace  process  could 
bring  into  question  our  resolve  to  see  the  process 
to  successful  conclusion  with  all  parties. 
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Mr.  Hamilton:   What  would  be  the  impact  if  such  a  cut  were  on 
Egypt  alone? 


ANSWER:         It  would  be  disastrous.   Although  Egypt  has  never 
received  the  same  levels  of  assistance  as  Israel, 
the  levels  have  been  proportional.   A  reduction  of 
assistance  to  Egypt,  without  a  proportional 
reduction  to  Israel,  would  seriously  undermine  20 
years  of  good  will;  and  it  would  critically 
undermine  our  credentials  with  Palestinians  and 
Arab  countries  as  an  honest  broker.   As  indicated, 
we  do  not  support  a  reduction  in  assistance  to 
either  country  at  this  time,  but  a  reduction  in 
assistance  to  Egypt,  only,  would  be  the  worst 
course  of  action. 
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Mr.  Haunilton:   But  what  concerns  me  is  the  lack  of  dynamism  in 
the  Egyptian  economy.   Growth  last  year  was  2.2 
percent  --  exactly  the  same  rate  as  population 
growth,  so  there  was  no  per  capita  improvement. 


Why  has  Egypt  been  so  slow  in  moving  from  a 
socialist  state-dominated  economy  to  a  market- 
oriented  economy? 


ANSWER:    There  are  a  number  of  factors,  but  the  following  are 
key  to  the  slow  pace  of  reform: 

Lack  of  clear  understanding  of  a  market  economy 
and  what  is  needed  to  make  the  transition  in  terms 
of  changes  in  law,  regulations,  policies  and 
institutions; 

Concern  for  the  impact  on  people  (economic 
contraction,  unemployment)  and  fear  of  social 
disorders  (bread  riots)  and  criticism  by 
fundamentalists ; 

Influence  of  residue  of  socialist  ideology, 
positions  of  intellectuals,  and  constitutional 
provisions;  and 


Lack  of  incentives  and  vested  interests  of 
bureaucrats,  public  sector  managers  and  others 
doing  well  under  the  present  arrangements. 
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However,  with  the  appointment  of  Kamel  El-Ganzouri 
as  Prime  Minister  and  with  the  strong  support  of 
i\  President  Mubarak,  the  pace  of  reform  appears  to 

be  picking  up. 
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Mr.  Hamilton:   What  is  Egypt  doing  to  stop  intervening  in  credit 
markets  and  allow  market  forces  to  determine 
interest  rate? 


ANSWER:         Interest  rates  are  no  longer  set  by  the 

government.   However,  the  government  does 
influence  rates  through  its  treasury  bills  and 
public  ownership  of  the  major  banks. 
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Mr.  Heiinilton:   What  is  Egypt  doing  to  adopt  a  unified  business 

law  that  does  not  discriminate  against  the  private 
sector? 


ANSWER: 


The  purpose  of  the  unified  companies  bill  is  to 
codify  and  modernize  the  articles  found  in  various 
laws  and  to  harmonize  the  investment  incentive 
structure.   Under  current  laws,  there  is  no  de 
jure  discrimination  between  state-owned  and 
private  sector  companies  whenever  the  private 
sector  is  allowed  entry.   On  the  other  hand,  there 
are  sectors  that  are  monopolized  by  state-owned 
enterprises.   It  is  not  anticipated  that  the 
unified  companies  law  will  eliminate  state 
monopolies  in  these  sectors,  but  that  state 
monopolies  will  be  addressed  by  the  privatization 
program  and  by   separate  proposed  anti-trust 
legislation.   The  draft  bill  for  the  unified 
companies  law  is  expected  to  be  forwarded  to  the 
Peoples'  Assembly  in  October  1996. 
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Mr.  Hamilton:   What  is  Egypt  doing  to  accelerate  the  pace  and 
scope  of  privatization? 

ANSWER:         President  Mubarak  and  Prime  Minister  Ganzouri  have 
publicly   renewed  their  commitment  to  the 
privatisation  program  several  times  since  the 
Cabinet  change  in  December  of  last  year.   The  PM 
has  established  a  Cabinet  working  group  for 
privatization,  which  has  presented  to  the  full 
Cabinet  a  list  of  51  state-owned  companies  that 
are  to  be  privatized  (majority  sales)  over  the 
next  year.   The  Cabinet  has  approved  the  list. 
The  working  target  is  to  sell  four  companies  per 
month.   Recently,  two  companies  previously  valued 
at  $26.5  million  have  been  sold  by  the  government 
through  the  stock  exchange.   They  sold  75  percent 
of  the  stock  in  each  for  approximately  $78.9 
million. 


129 


Mr.  Hamilton:   What  is  Egypt  doing  to  liberalize  trade  in 
accordance  with  announced  government  plans? 


ANSWER: 


The  government  has  reduced  the  maximum  tariff  rate 
to  70%  and  plans  to  reduce  the  maximum  to  60%  this 
year,  and  to  50%  next  year.   It  has  removed  almost 
all  bans  and  special  preferences  on  imports; 
improved  the  temporary  admission  and  duty  drawback 
system;  set  up  one-stop  shops  for  exports;  and 
initiated  a  special  commission  to  reform  the 
quality  control  system. 
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Mr.  Hamilton:   What  steps  is  the  United  States  taking  to  leverage 
our  $815  million  in  support  of  economic  reform? 


ANSWER:         USAID  is  conditioning  the  cash  transfer  for  Sector 
Policy  Reform  programs  on  meeting  specific  policy 
reform  measures  in  the  financial,  trade,  fiscal, 
enterprise  and  environment  sectors.   Under  the 
first  program,  Egypt  met  37  out  of  40  measures. 
Currently  under  the  second  program,  7  out  of  20 
first  year  measures  have  been  met  to  date.   In 
addition,  USAID  is  conditioning  assistance  in 
agriculture,  power,  water  and  wastewater, 
telecommunications,  on  reforms.   Supporting  and 
leveraging  structural  reforms  has  become  a 
centerpiece  of  the  Joint  Partnership  for  Economic 
Growth  and  Development,  which  is  led  by  Vice 
President  Gore  and  President  Mubarak. 
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Mr.  Hamilton:   Egypt  has  been  out  of  compliance  with  an  IMF 

program  since  mid-1994,  blocking  implementation  of 
a  1991  Paris  Club  debt  reduction  package  of  20 
percent  of  Egypt's  debt  (a  30  percent  was 
previously  implemented). 

Why  has  Egypt  been  out  of  compliance  with  the  IMF 
program  for  the  past  two  years? 


ANSWER: 


Egypt  has  been  out  of  compliance  with  the  IMF  in 
part  because  they  disagreed  over  whether  the 
Egyptian  economy  had  lost  competitiveness  in  terms 
of  exports.   The  IMF  believed  that  the  Egyptian 
pound  was  overvalued  against  the  dollar  by  more 
than  30  percent  based  on  the  higher  rate  of 
inflation  in  Egypt,  than  in  its  trading  partners. 
Egypt  was  unwilling  to  devalue.   Negotiations  with 
the  fund  continue. 
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Mr.  Hamilton:   What  steps  is  Egypt  taking  to  get  back  into 
compliance? 


ANSWER:         Egypt  is  in  active  negotiations  with  the  IMF,  with 
a  possible  IMF  board  action  by  July.   The  IMF  is 
currently  working  with  governmental  officials  to 
address  major  policy  issues,  e.g.  tariff 
reductions,  expansion  of  sales  tax,  increases  in 
petroleum  prices  and  privatization. 


133 


Mr.  Hamilton:   U.S.  assistance  to  Egypt  in  the  democracy/ 

governance  area  is  minimal.   Egyptian  laws  that 
require  official  permission  before  foreign 
governments  can  assist  non-governmental 
organizations  appear  to  be  a  big  part  of  the 
problem. 

What  is  the  U.S.  doing  to  encourage  Egypt  to 
modify  its  severe  restrictions  on  assistance  to 
NGOs? 


ANSWER:         USAID  has  encouraged  local  advocacy  organizations 
to  oppose  legislation  which  restricts  their 
activities,  and  has  provided  them  with  alternate 
models  for  "NGO-f riendly"  legislation  from  other 
countries.   Because  many  of  the  most  onerous 
provisions  in  the  laws  are  rarely  enforced,  local 
NGOs  for  the  most  part  do  not  find  it  worth  the 
time  and  risk  to  organize  an  effort  to  change 
current  law.  Over  the  past  two  years,  USAID  has 
raised  the  issue  of  laws  which  restrict  the 
freedom  of  NGOs  with  the  Speaker  of  the  People's 
Assembly,  the  Minister  of  International 
Cooperation,  and  the  Minister  of  Social  Affairs, 
all  of  whom  have  responded  that  these  laws  are 
necessary  to  curtail  the  activities  of  Islamic 
fundamentalist  organizations  which  seek  to 
overthrow  the  Egyptian  government.   In  spite  of 
the  restrictions,  USAID,  with  Egyptian  government 
concurrence,  has  an  extensive  program  of 
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assistance  to  Egyptian  NGOs ,  often  working  in 
partnership  with  American  PVOs . 
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Mr.  Heiinilton:  Does  the  United  States  put  such  modifications  in 
the  governing  laws  on  the  list  of  changes  necessary 
for  continued  large-scale  assistance  to  the 
Government  of  Egypt? 


ANSWER:        The  United  States  did  suggest  adding  Law  32/1964 

(a  law  which  poses  restrictions  on  NGO  activities) 
to  our  list  of  economic  reform  changes.   The 
Egyptian  Government,  however,  was  not  willing  to 
consider  this  suggestion.   We  continue  to  engage 
the  GOE  on  this  issue,  and  to  try  to  help  find  the 
balance  with  regard  to  NGOs  between  terrorist 
abuse  and  freedom  of  action. 


136 


Mr.  Hamilton:   Why  is  the  term  "democracy"  not  used  to  refer  to 
the  U.S.  Embassy  interagency  working  group  that 
address  democracy  programs  and  issues? 


ANSWER: 


When  the  program  began  in  1992  there  was  a  great 
deal  of  sensitivity  at  the  highest  levels  in  Egypt 
about  perceptions  of  foreign  intervention  on  this 
subject.   The  start-up  was  deliberately  low-key, 
and  attempted  to  be  more  descriptive  in 
identifying  its  objectives.   (Use  of  the  term 
"institutional  development"  is  more  technically 
oriented  and  signals  training,  technical 
assistance,  planning,  and  management  --  areas  in 
which  governments  are  more  used  to  receiving 
assistance ) . 
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Mr.  Hamilton:   How  frequently  are  concerns  about  terrorism  raised 
by  Egypt  as  the  rationale  for  not  encouraging 
democratic  participation  or  severely  restricting 
the  protection  of  individual  rights? 


ANSWER:         The  Egyptian  government  feels  strongly  about  the 
right  of  security  for  its  citizens  and  foreign 
visitors.   Security  concerns  are  raised  to  USAID 
mainly  when  we  request  permission  to  fund  NGOs . 
These  same  concerns  are  voiced  v;henever  the  donor 
community  raises  the  issue  of  the  Law  32,  which 
limits  the  freedom  of  the  NGO  community.   Some 
groups,  such  as  professional  syndicates  and  local 
NGOs  and  councils,  are  dominated  by  radical 
Islamists . 
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Mr.  Hamilton:   What  is  the  United  States  response  when  such 
concerns  are  raised? 


ANSWER:         The  United  States  strongly  supports  the  fight 

against  terrorism  in  Egypt,  but  not  at  the  expense 
of  individual  rights  or  democratic  institutions. 
We  have  argued  that  restrictions  on  all  NGOs  have 
hurt  secular  NGOs  more  than  religious  ones,  and 
have  made  these  organizations  adversaries  instead 
of  partners  of  the  government.   For  instance, 
regulations  limiting  the  frequency  of  NGO  fund 
raising  activities  are  easily  skirted  by  religious 
organizations  which  raise  money  during  religious 
services.  We  believe  that  a  more  effective 
strategy  would  be  for  the  Egyptian  government  to 
foster  strong  alliances  and  a  supportive  policy 
environment  for  legitimate  NGOs,  but  use  the  force 
of  law  against  those  that  engage  in  illegal 
activities . 
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Mr.    Hsunilton:      How  are   the   U.S.    AID  democracy/governance   efforts 
affected   by   such   concerns? 


ANSWER: 


USAID  democracy/governance  efforts  are  not 
directly  affected  by  the  terrorist  program  against 
the  GOE.   There  may  be  indirect  impact  in  the 
sense  that  the  government  is  extremely  cautious 
when  it  comes  to  the  fight  against  terrorism,  and 
is  reluctant  to  give  licenses  to  individuals  and 
organizations  when  the  license  can  be  perverted  by 
terrorist  organizations  to  further  their  own  ends. 
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Mr.  Hamilton:   Through  U.S.  assistance  programs,  how  should  the 
United  States  continue  to  push  the  Government  to 
allow  greater  democratic  participation  and 
adequate  protection  of  individual  rights  while 
acknowledging  the  impact  that  threats  of  terrorist 
activities  have  on  the  Government? 


ANSWER:         Policy  makers  in  Washington  should  raise  these 
issues  with  GOE  officials  during  visits  and 
meetings  so  that  it  is  clear  that  while  the  U.S. 
Government  is  concerned  about  political  stability 
in  the  Middle  East,  we  place  equal  value  on 
democratic  processes  such  as  due  process,  free  and 
fair  elections,  and  freedom  of  speech.   The 
ultimate  negative  effects  of  human  rights  abuses 
on  domestic  public  confidence,  as  well  as 
international  credibility  for  the  Egyptian 
Government,  are  points  that  should  be  made  at 
every  opportunity.   Our  assistance  programs  create 
openings  for  continuing  dialogue  on  democratic 
participation  by  strengthening  decentralized  local 
governance,  encouraging  the  effectiveness  of 
advocacy  groups,  providing  more  information  to  the 
legislature,  and  streamlining  the  delivery  of 
justice . 
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West  Bank  and  Gaza:  UNRWA  and  UNDP  (Section  #1) 

Mr.  Hamilton:   What  role  do  UNDP  and  UNRWA  have  in  the  AID  water 
projects  in  Gaza? 

Answer:         USAID  has  two  major  water/wastewater  projects:  the 
Gaza  Waste  Water  Project  which  has  involved  UNRWA 
in  Gaza  and  the  Municipal  Services  project  which 
involves  the  UNDP  in  the  West  Bank. 

UNRWA  is  currently  carrying  out  actvities  under  a 
$5.9  million  grant  to  implement  phase  I  of  the 
four-year  $40  million  Gaza  Waste  Water  Project. 
It  has  procured  and  delivered  to  Gaza  City 
approximately  $1  million  in  emergency  equipment, 
undertaken  the  cleaning  of  sewers  and  storm  drains 
and  the  rehabilitation  of  the  Sheikh  Radwan 
Reservoir  which  have  eliminated  the  neighborhood 
flooding  problems  of  past  years. 

Although  USAID  considered  the  possibility  of  UNRWA 
managing  the  entire  project,  USAID  and  UNRWA 
mutually  agreed  this  year  that  Phases  II,  III,  and 
IV  and  project  management  services  of  the  Gaza 
Waste  Water  Project  should  and  will  be  implemented 
by  a  competitively-selected  U.S.  contractor.   The 
Mission  signed  a  contract  with  the  U.S.  firm 
Metcalf  &  Eddy  in  late  May. 


142 


In  FY  1995,  the  UNDP  received  a  grant  of  $8 
million  to  jump  start  the  $50  million  Municipal 
Services  Project.   Over  two  years,  the   UNDP  is 
upgrading  existing  water  networks  and  constructing 
new  water  systems  in  approximately  20  villages  in 
the  Tulkarem,  Qalquila,  Nablus,  Jenin,  and  Jericho 
areas  and  will  strengthen  and  expand  the  existing 
water  conveyance  system  in  the  Municipality  of 
Hebron. 

Contractor  selection  is  underway  for  a  full 
service  U.S.  contractor  that  will  carry  out  and 
coordinate  a  broad  range  of  activities  related  to 
the  Mission's  overall  water  resources  strategy 
(e.g.,  water  supply  developmemnt,  master  planning, 
conveyance/distribution  systems,  conservation  and 
demand-side  management)  under  the  Municipal 
Services  Project. 

In  the  two  years  following  the  peace  accords 
(Fiscal  Years  1994  and  1995) ,  all  donors  were 
faced  with  the  problem  of  limited  options  in 
implementing  assistance  at  a  time  when  rapid 
response  was  critical.    UNRWA  and  the  UNDP  have 
the  administrative  and  technical  capacity  to 
design  and  implement  job-creating  smaller  scale 
infrastructure  activities  quickly  and  in  a 
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accountable  manner.   Therefore,  USAID  selected 
UNRWA  and  the  UNDP  to  implement  projects  such  as 
shelter  and  school  rehabilitation,  sidewalk 
paving,  and  fast-track  components  of  the  two  water 
projects. 

Grants  to  the  UNRWA  to  date  total  $21.7  million 
and  to  the  UNDP  $12  million.   No  new  grants  to  the 
UNDP  are  specifically  planned  at  this  time 
although  should  the  UNDP  submit  an  acceptable 
proposal  for  water  distribution  systems  in  the 
Jericho  area,  the  Mission  will  consider  funding 
it.   USAID  will  provide  $2  million  to  complete 
funding  of  UNRWA ' s  small  business  lending  activity 
in  fiscal  year  1996,  and  has  set  aside  $8  million 
to  finance  emergency  employment  creation  through  a 
grant  to  UNRWA  for  school  construction. 

Donor  activities  related  to  the  Gaza  Waste  Water 
Project  are:  Norway  (water,  sewerage,  and  waste 
assessment);  World  Bank  (institutional 
strengthening) ;  Italy  (upgrade,  repair  and  short- 
term  operation  of  treatment  plant) ;  France  and 
Canada  (equipment) ;  Denmark  (sewerage  pumping 
station) . 

UNRWA  will  complete  commodity  procurements  and 
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sewer  clearing  and  rehabilitation  under  the  Gaza 
Wastewater  Project  by  October  1997.   A  project 
contractor  will  be  selected  and  will  be  on  the 
ground  by  mid-July  to  initiate  longer-term 
activities.  The  UNDP  is  beginning  construction  and 
rehabilitation  of  village  water  systems.   The 
contractor  for  the  Municipal  Services  Project  will 
be  on  the  ground  this  summer  and  will  start  well 
development  and  master  planning  actions. 
Distribution,  conveyance  and  other  activities  will 
be  phased  in  over  the  next  12  to  18  months. 
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Brian  Atwood  asked  that  Terrence  Brown  respond  to  questions 
number  two  and  three.   Mr.  Atwood  has  recused  himself  from 
matters  dealing  with  his  former  employer,  NDI ,  since  joining 
USAID  as  Administrator.   Mr.  Atwood  wants  to  avoid  even  an 
appearance  that  any  official  action  on  his  part  would  be  deemed 
less  than  impartial. 


West  Bank/Gaza:  Democracy/Governance  PVOs 

Mr.  Hamilton:   Several  organizations  have  been  funded  by  USAID  to 
provide  democracy/governance  programs  in  the  West 
Bank  and  Gaza.   NDI ' s  Civic  Forum  program  has 
reached  approximately  5,000  Palestinians, 
providing  grassroots  civic  education  that  is 
geared  toward  greater  democratic  participation  in 
the  newly  elected  Palestinian  Council. 

Will  NDI  be  able  to  continue  its  Civic  Forum  work 
with  USAID  funding,  combining  it  with  USAID 
funding  to  work  with  the  Palestinian  Council, 
since  the  work  with  the  Council  members  so 
directly  complements  the  work  with  the  general 
population  in  this  area? 

Answer:    USAID  has  provided  additional  funding  to  NDI  to  extend 

its  Civic  Forum  program  through  September  30,  1996.  At 

the  same  time,  USAID  will  be  conducting  a  competitive 

procurement  (which  we  expect  NDI  to  participate  in)  for 

activities  related  to  increasing  the  participation  of 

civil  society  in  public  decision  making. 


By  using  a  competitive  process,  USAID  will  be  able  to 
consider  various  options  for  achieving  results  and 
ensure  that  the  organizations  with  the  best 
qualifications  in  specific  areas  carry  out  these 
activities,  while  still  initiating  activities  later 
this  fiscal  year. 
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In  addition  to  its  Civic  Forum  program,  NDI  has  just 
received  another  grant  to  organize  workshops  on 
constitutional  issues  and  provide  short-term  technical 
assistance  to  the  Council. 


\ 
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Mr.  Hamilton:   Alternatively,  if  another  organization  is  funded 

by  USAID  to  work  with  the  Palestinian  Council,  how 
will  USAID  ensure  that  this  program  is  coordinated 
effectively  with  the  Civic  Forum  program? 

Answer:    Selection  of  the  organization (s)  that  will  work  with 
the  Palestinian  Legislative  Council  will  be  based 
solely  on  their  ability  to  achieve  timely  results  at  a 
reasonable  cost.   If  more  than  one  organization  is 
involved,  USAID  fully  expects  its  partners  to  develop  a 
complementary  supportive  relationship  with  the  USAID 
Mission  playing  an  active  coordinating  role. 

As  an  example  of  this  type  of  coordination,  USAID  was 
effective  in  working  with  three  separate  U.S.  groups  as 
well  as  coordinating  with  other  donors  on  the  provision 
of  elections-related  assistance,  demonstrating  that 
programs  do  not  have  to  be  implemented  by  the  same 
organization  to  be  coordinated. 
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Mr.  Hamilton:   How  does  IFES  civic  education  efforts  fit  in  the 
democracy/governance  strategy  for  the  West  Bank 
and  Gaza? 


Answer:    USAID  funded  IFES  civic  education  programs  through  the 
period  of  the  elections  for  the  Council  and  Head  of  the 
Executive  Authority.   IFES  does  not  currently  have  any 
civic  education  programs  in  the  West  Bank  and  Gaza. 
IFES'  focus  now  is  on  providing  technical  assistance 
for  the  upcoming  local  council  elections.   NDI '  s 
ongoing  Civic  Forum  program  will  complement  IFES'  work 
through  the  inclusion  of  discussion  groups  on  the  local 
elections  and  voting  procedures. 


149 


Mr.  Hamilton:   Why  does  IFES  receive  a  greater  portion  of  AID 
democracy/governance  funding  than  any  other 
organization?   What  results  do  the  IFES  projects 
show? 


At  the  end  of  FY  1995,  AMIDEAST  had  received  the 
largest  share  of  USAID  democracy/governance  funding, 
followed  by  NDI  and  then  by  IFES,  as  shown  in  the  chart 
below. 

Due  to  its  unique  qualifications  to  assist  with 
election  preparations  and  its  relationship  with  the 
Ministry  of  Local  Government,  USAID  recently  provided 
IFES  with  new  funding  to  assist  in  the  preparations  for 
the  local  council  elections.   Based  on  this  short-term 
focused  grant,  as  of  the  current  date,  IFES  has 
received  the  largest  share  of  funding,  followed  by  NDI 
and  then  AMIDEAST. 


Cumulative  Total 

Funding 

9/30/95 


Cumulative  Total 

Funding 

5/16/96 


$  2.6  m 
$  1.9  m 
$  1.3  m 


$  5.9 


$  2.6  m 
$  2.7  m 
$  3.5  m 


$  8.9  m 


Funding  allocations  have  been  made  based  on  programmatic 
needs  and  the  technical  merit  of  unsolicited  proposals. 
In  the  future,  funding  will  be  allocated  on  the  basis  of 
a  competitive  procurement  process. 


26-596  0-96 
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IFES  activities  contributed  to  the  success  of  the 
elections  for  the  Council  and  Head  of  the  Executive 
Authority  elections,  held  in  January  1996,  and  are  now 
focused  on  preparing  for  the  local  council  elections, 
which  are  expected  to  be  held  this  summer.   Specifically, 
IFES  has  reached  more  than  71,000  Palestinians  through 
their  civic  and  voter  education  programs,  ana  has 
provided  technical  assistance  in  drafting  the  elections 
and  local  government  law  and  to  the  Central  Elections 
Commission  on  the  organization  of  the  elections.   As  a 
result  of  IFES  programs,  the  percentage  of  spoiled 
ballots  was  reduced  from  a  pre-election  level  of  30%  to 
3%  on  election  day. 
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Mr.  Hamilton:   How  will  AMIDEAST  rule  of  law  efforts  be  coordinated 
with  the  Civic  Forum  and  with  IFES  work? 

Answer:    AMIDEAST 's  rule  of  law  activities  were  concluded  by 
December  1995.   They  were  coordinated,  to  the  extent 
necessary,  with  Civic  Forum  and  IFES  activities  through 
that  date. 
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Mr.  Hamilton:   What  other  organizations  are  currently  in  the  mix 
for  future  projects? 


The  selection  of  implementing  organizations  for  the 
Mission's  activities  in  the  areas  of  civil  society,  the 
executive  and  legislative  policy  process  and  local 
government  will  be  through  a  competitive  procurement 
process.   Procurement  rules  preclude  the  identification 
of  future  implementing  organizations  at  this  time. 

Currently,  the  Mission  is  working  with  six  different 
organizations,  as  follows:  1)  NDI  on  the  Civic  Forum 
program  and  short-term  assistance  to  the  Council;  2)  SUNY 
on  short-term  technical  assistance  to  the  Council  in  the 
review  of  the  Basic  Law;  3)  IFES  on  the  local  council 
elections;  4)  IRI  on  polling  and  Council/constituency 
interactions;  5)  USIS  on  training  reporters  and  6) 
AMIDEAST  on  public  administration  training. 
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Mr.  Hamilton:   Given  the  need  to  show  results  quickly  in  the  West 
Bank  and  Gaza,  and  the  degree  to  which  the  success 
of  the  democracy  program  depend  both  on  the 
political  will  of  the  population  and  rhe  skills  of 
the  programmers  in  the  field,  has  USAID  considered 
focusing  democracy  funding  for  the  immediate  future 
on  those  organizations  with  a  proven  track  record  in 
the  area? 


Answer:    In  the  immediate  future  and  in  the  short  term,  USAID  is 
working  with  organizations  who  have  been  involved  in  the 
program  for  the  past  two  years.   These  include  NDI, 
AMIDEAST,  IFES,  IRI  and  USIS.   At  the  same  time,  the 
Mission  is  conducting  competitive  procurement  processes 
for  longer  term  activities  related  to  civil  society  and 
the  executive/legislative  policy  process.   Organizations 
with  a  proven  track  record  in  the  West  Bank  and  Gaza  are 
expected  to  participate  in  the  procurement  process. 
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Mr.  Hamilton:   If  USAID  funds  organizations  that  are  new  to  the 
region  for  these  programs,  how  soon  will  the 
programs  be  up  and  running  and  how  will  they  gain 
credibility  with  the  local  population? 


Answer:    One  of  the  criteria  the  Mission  will  be  using  in  the 
selection  of  contractors  and  grantees  under  the 
competitive  procurement  process  will  be  the  speed  with 
which  the  implementing  organization  can  begin  their 
programs.   Another  criterion  the  Mission  will  use  is  the 
contractor/grantee's  understanding  of  the  local  context 
and  the  extent  of  their  contact  with  local  groups.   In 
addition,  the  selection  process  includes  a  rigorous 
review  of  the  relevance  of  the  organizations'  expertise, 
the  technical  merit  of  their  proposed  approach  and  their 
past  performance  to  ensure  that  the  Mission  has  access  to 
the  best  assistance  available.   Palestinian  counterparts 
will  be  involved  in  the  selection  process. 

The  Mission  anticipates  awards  being  made  in  July/August 
and  implementation  beginning  immediately  thereafter. 
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Brian  Atwood  asked  that  Terrence  Brown  respond  to  questions 
nvunber  two  and  three.   Mr.  Atwood  has  recused  himself  from 
matters  dealing  with  his  former  employer,  NDI,  since  joining 
USAID  as  Administrator.   Mr.  Atwood  wants  to  avoid  even  an 
appearance  that  any  official  action  on  his  part  would  be  deemed 
less  than  impartial. 


West  Bank/Gaza:  Staffing 


Mr.  Hamilton:   There  has  been  considerable  instability  in  many 
aspects  of  AID  democracy/governance  programs  in 
the  West  Bank  and  Gaza  over  the  last  two  years. 
Many  of  the  problems  may  be  attributed  to  the 
changing  dynamics  on  the  ground,  resulting  from  a 
dynamic  peace  process.   But  some  of  the 
difficulties  seem  to  be  institutional:  the  plans 
for  funding  and  the  organizations  to  be  funded 
seem  to  change  frequently,  making  successful 
implementation  of  programs  difficult. 


Since  1994,  USAID  has  been  working  with  the  same  group 
of  organizations  on  the  implementation  of  democracy  and 
governance  activities.   These  organizations  are  NDI, 
IFES,  IRI  and  AMIDEAST.   This  may  change  in  the  future, 
as  the  Mission  moves  to  a  competitive  selection 
process,  and  focuses  its  support  in  the  areas  of 
highest  priority  and  potential  impact  for  U.S. 
assistance. 

Mission  funding  plans  have  been  adapted  as  needed  to 
respond  to  urgent  requests  (the  current  assistance  with 
the  analysis  of  the  Basic  Law  through  NDI  and  SUNY  is 
one  example) ,  and  reflect  grantee  performance  and  other 
programming  requirements. 
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Mr.  Hamilton:   In  this  context,  why  is  USAID  now  advertising  to 
hire  a  personal  services  contractor  to  cover 
democracy  programs  for  the  USAID  Mission  for  the 
West  Bank  and  Gaza? 

Answer:    USAID's  worldwide  experience  in  working  with  democracy 

and  governance  programs  has  shown  that  these  programs 

tend  to  be  the  most  management  intensive.   USAID's 

programs  in  this  area  in  the  West  Bank  and  Gaza  are 

growing  substantially.   Adequate  staff  are  necessary  to 

ensure  continual  assessment  of  changing  political 

circumstances  and  opportunities,  and  to  evaluate  and 

monitor  program  performance.   The  democracy  and 

governance  program  for  the  West  Bank  and  Gaza  is 

currently  staffed  by  only  one  USAID  direct  hire;  as  new 

programs  begin  in  the  next  few  months,  contracting  at 

least  one  highly  qualified  PSC  is  considered  essential. 


157 


Mr.  Hamilton:   How  will  the  work  of  this  PSC  differ  from  that  of 
the  USAID  democracy/governance  officer  in  Tel 
Aviv? 


Answer:    The  PSC  will  directly  manage  either  civil  society  or 

legislative  activities,  depending  upon  their  expertise. 
The  USAID  democracy/governance  officer  will  supervise 
the  implementation  of  all  activities,  and  directly 
manage  either  the  civil  society  or  legislative 
activities.   The  USAID  officer  will  also  be  responsible 
for  designing  new  local  government  activities  and 
managing  ongoing  democracy  and  governance  activities 
related  to  the  local  council  elections,  review  of  the 
Basic  Law,  public  administration  training  and  polling. 
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Mr.  Hamilton:   If  this  PSC  is  to  participate  in  the  "overall 
design  and  implenientation  of  new  democracy  and 
governance  programs  relating  either  to  civil 
society  or  the  legislative  and  policy  processes", 
what  is  the  timeline  for  hiring  this  new  person? 
When  will  USAID  stop  designing  these  programs  and 
start  implementing  them? 

Answer:    The  PSC  will  be  hired  as  soon  as  the  selection  process 

is  completed.   USAID  is  already  implementing  activities 

with  NDI,  IFES,  IRI,  AMIDEAST,  SUNY  and  USIS,  and 

initial  designs  have  been  completed  for  longer  term 

civil  society  activities  and  for  work  with  the 

Executive  Authority  on  the  policy-making  process. 

Due  to  the  changing  nature  of  the  political  situation, 
the  Mission  anticipates  that  it  will  need  to 
continually  evaluate  program  designs  and  adapt  them  to 
the  circumstances.   This  will  require  ongoing 
adjustments,  which  will  be  part  of  the  PSC's  scope  of 
work. 
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Mr.  Hamilton:   If  the  PSC  is  hired  for  such  design  and 
implementation  work,  what  has  the  USAID 
democracy/governance  officer  at  the  Mission  been 
doing  with  her  time,  and  to  what  efforts  will  her 
work  be  devoted  when  the  PSC  is  hired? 


Answer:    The  Mission's  democracy  and  governance  officer  has  the 
responsibility  for  managing  the  more  than  $9  million  in 
ongoing  USAID  democracy  and  governance  activities,  and 
has  developed  the  Mission's  democracy  and  governance 
strategy  for  1996-2000,  which  was  just  approved  by 
USAID/Washington .   The  projected  division  of 
responsibilities  between  the  USAID  democracy  officer 
and  the  US  PSC  is  outlined  above. 
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Mr.  Hamilton:   Given  the  limited  resources  available  to  the 
Mission  for  democracy/governance  programs  and 
USAID  RIFs  elsewhere,  why  did  USAID  decide  to  fund 
an  additional  staff  person  rather  than  putting 
such  resources  directly  into  programs? 

Answer:    USAID  experience  has  shown  that  adequate  human 

resources  need  to  be  in  place  to  manage  staff-intensive 

democracy  programs,  if  USAID  wants  to  achieve  its 

desired  results  and  ensure  a  good  use  of  scarce 

financial  resources.   Democracy  and  governance 

activities  total  more  than  $9  million  to  date;  from 

1996-2000,  USAID  anticipates  allocating  additional 

funding  of  more  than  $40  million  for  democracy  and 

governance  activities.   Sufficient  staff  is  necessary 

to  manage  this  increased  program  size. 
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Dear  Colleagues: 


On  September  18,  1995,  the  Administrator  approved  the  Agency  Strategic 
Framework,  a  graphic  presentation  of  USAID's  sustainable  development  strategies.    These 
goals  and  objectives  help  us  to: 

•  focus  our  resources  in  those  areas  most  critical  for  sustainable  development; 

•  develop  shared  visions  and  plans  with  our  development  partners;  and 

•  report  on  the  state  of  the  development  world,  and  how  we  are  contributing  to 
its  improvement. 

We  are  using  the  Strategic  Framework  in  reviews  of  strategic  plans,  to  report  on 
results,  and  to  examine  Agency  performance.  As  noted  in  our  new  policies  on  strategic 
plaiming  (ADS  Chapter  201),  strategic  plans  of  all  operating  units  should  describe  how 
their  Strategic  Objectives  contribute  to  Agency  Objectives. 

PPC/CDIE  worked  closely  with  program  and  technical  experts  to  develop  key 
indicators  to  track  progress  of  countries  in  achieving  Agency  goals  and  objectives.  To 
minimize  the  burden  on  USAID  staff,  indicators  were  chosen  for  which  data  is  available 
from  existing  resources  wherever  possible.    Next  siunmer,  as  part  of  the  sector  reviews,  we 
will  adjust  the  Strategic  Framework  and  indicators  based  on  suggestions  from  Bureaus  and 
field  missions. 

Attached  is  the  approved  Strategic  Framework  and  the  indicators  chosen  for  Agency 
goals  and  objectives,  answers  to  frequendy  asked  questions  about  the  Framework  and 
indicators,  a  brief  description  of  the  framework  concept,  and  the  information  memorandum 
to  the  Administrator  regarding  the  indicators. 

We  encourage  you  to  make  the  framework  and  the  indicators  useful  tools  as  we 
manage  for  results. 

S'mc&kly, 


lin  1.  Brad 


-r? 


3lin  1.  Bradford 
Assistant  Administrator 
Bureau  for  Policy 
and  Program  Coordination 


Attachment:  The  Agency's  Strategic  Framework  and  Indicators,  1995-1996 
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ACTION  MEMORANDDM  FOR  THE  ADMINISTRATOR    ^  -<- 
FROM:      SDAA/PPC:  Janet  Ballantyne^ 
SUBJECT:   Agency  Strategic  Framework  1995/96 


\TOR   >-- 


Issue:  Your  approval  of  the  concept  and  contents  of  the 
Agency  Strategic  Framework  is  required  so  that  it  can  be  used 
by  all  Missions  and  Offices  for  strategic  planning  and  reporting 
results  during  1995/96. 

Discussion:   In  May,  1995,  you  charged  PPC/CDIE  with 
developing  a  simple  and  comprehensible  system  for  measuring  the 
agency's  performance.   A  central  component  of  the  system  is  the 
Agency's  Strategic  Framework.   The  basic  Framework  concept  was 
adapted  from  PRISM  and  already  is  used  in  most  of  the  Agency's 
Missions  and  Offices.   The  concept  was  further  developed  during 
four  Performance  Measurement  and  Indicator  Workshops.   The 
Framework  was  refined  by  the  Agency  Sector  Working  Groups,  led  by 
PPC's  Senior  Policy  Advisors,  and  used  by  each  group  to  organize 
their  recent  sector  reviews.  Immediately  prior  to  the  reviews, 
PPC/CDIE  briefed  the  M  Bureau,  the  Sustainable  Development 
Council,  the  Quality  Council,  and  the  Senior  Staff  on  the  concept 
and  content  of  each  sector  framework. 

The  proposed  Agency  Framework  presents,  in  a  simple  graphic, 
the  Strategies   for  Sustainable   Development   and  the  Implementation 
Guidelines .       It  is  a  hierarchy  of  objectives  and  strategies 
displayed  in  five  levels; 

*  U.S.  national  interests  considered  when  identifying 
recipients  of  foreign  assistance 

*  Agency  mission:  Sustainable  Development:  USAID's  unique 
contribution  to  those  interests 

*  Agency  goals:  the  long-term  changes  in  countries  which 
contribute  to  the  mission 


320  TwEsn-Fmsi  Streu.  N.W  .  Wa^mixcton.  D  C  20523 


^soo(fi(^i'S 
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*  Agency  objectives:  significant  development  results  that 
contribute  to  the  Agency  goals  in  each  sector 

*  Agency  program  approaches:  the  strategies  and 
activities  that  operating  units  implement  to  achieve 
results  which  contribute  to  Agency  objectives. 

The  completed  Agency  Framework  will  include  common 
performance  indicators.   Sector  working  groups  are  currently 
selecting  indicators  for  each  Agency  goal  and  objective  to  show 
the  changes  to  which  our  programs  contribute  (a  draft  list  has 
been  delivered  to  the  DA  and  the  final  selections  will^n  place 
by  September  30,  1995).   As  countries  cross  "thresholds" 
established  for  goal  indicators  in  each  sector,  graduation  from 
assistance  in  that  sector  will  be  considered.   When  a  country 
crosses  the  threshold  in  several  of  the  five  sectors,  it  will  be 
considered  for  graduation  from  our  entire  program.   Following  the 
selection  of  common  indicators  we  will  modify  the  Agency's 
"Results  Tracking  System"  and  associated  directives  to  include 
the  indicators  and  how  they  will  be  measured  and  reported. 

Besides  presenting  the  essence  of  the  Agency's 
strategic  plan,  the  Framework  will  be  used  by  operating  units  to 
focus  their  own  plans  on  the  principal  objectives  of  the  Agency. 
The  Framework  also  provides  a  common  frame  of  reference  for 
analyzing  and  reporting  and  enhances  our  ability  to  manage  for 
results. 

PPC  proposes  that  the  Agency  work  with  the  attached 
Framework  for  a  year  before  making  further  changes.   An  "open 
season"  for  considering  improvements  will  be  held  in  connection 
with  the  sector  reviews  in  July  each  year. 

Recommendation:  That  you  approve  USAID's  Strategic  Framework 
for  1995/96,  as  described  in  the  attachments. 

Approve : 

Disapprove: 


^ 


^: 


SEP  I  8  1995 

Date :   


Attachments: 

1.  Agency  Strategic  Framework,  Figures  1-7 

2.  Paper:  USAID's  Strategic  Framework. 
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ACTION  MEMO  -  AGENCY  STRATEGIC  FRAMEWORK  1995/96  (#95006665) 

3 


Clearances: 
M:  L.  Byrne 


PPC/CDIE:  S.  Smith 


DA/ AID:    C.    Lancaster 
ES:    P.    Goddar(^/K> 


PPC/CDIE/PME:GKfe£t:gbk:9/7/95:x54116:u:\gkerr\docs\fnnkactn.mem 
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U.S.  Agency  for  International  Development 
Performance  Measurement  and  Evaluation  Division 
Center  for  Development  Information  and  Evaluation 

Bureau  for  Policy  and  Program  Coordination 
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FREQUENTLY  ASKED  QUESTIONS 

ABOUT 

THE  STRATEGIC  FRAMEWORK 

(11/95) 


1.    What  is  the  Agency  Strategic  Framework? 

The  Agency  Strategic  Framework  is  a  simple  diagram  of  Agency  goals,  objectives, 
and  program  approaches  drawn  from  USAID's  Strategies  for  Sustainable 
Development  and  the  associated  Implementation  Guidelines. 

The  framework  is  a  tool  for  communicating  USAID's  development  strategy  and 
strategic  plan.  The  framework  establishes  an  organizing  basis  for  strategy  and 
performance  reviews,  budgeting,  and  external  reporting. 


2.    What  are  Agency  goals  and  objectives? 

Agency  goals  and  objectives  are  those  changes  in  developing  country  conditions  that 
USAID  has  identified  as  critical    for  sustainable  development.    USAID  works  with 
its  development  partners  to  contribute  to  change  in  these  important  areas.    In 
reviewing  Agency  performance  and  preparing  the  annual  performance  report, 
USAID  assesses  the  progress  of  countries  in  which  we  are  working  toward  achieving 
.   these  goals  and  objectives. 


3.    What  about  Agency  program  approaches? 

The  Agency  program  approaches  are  the  primary  ways  ~  the  kinds  of  program  and 
policy  interventions  —  through  which  USAID  contributes  to  Agency  goals  and 
objectives  in  a  country.    These  approaches  build  on  successfiil  strategies  currently 
being  used  in  the  field.    They  were  refmed  by  USAID's  senior  technical  and  policy 
advisors  to  ensure  that  they  reflect  current  best  advice. 


What  is  the  relationship  between  the  Agency  Strategic  Framework  and  country 
and  other  programming? 

All  country,  regional  and  global  programs  must  contribute  to  the  Agency-wide  goals 
and  objectives  represented  in  the  Agency  strategic  framework.    Every  proposed 
strategic  plan  (country,  regional  or  global)  must  include  a  discussion  of  the  linkage 
of  the  strategy  to  Agency  goals  and  objectives. 
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Each  operating  unit's  strategic  objective  must  be  linked  to  one  Agency  goal.    It  may 
be  linked  to  other  Agency  goals  on  a  secondary  basis  if  necessary. 

Each  operating  unit's  strategic  objective  should  also  be  linked  to  one  or  more 
Agency  objective  within  its  primary  goal.    Most  activities  represent  one  or  more  of 
the  Agency  approaches  listed  under  the  Agency  objectives.    Operating  units  should 
identify  the  program  approaches  they  are  using  —  both  in  their  strategies  and  their 
R4  reporting. 


Can  missions  pursue  activities  that  contribute  to  an  Agency  objective  but  that 
don't  coincide  with  the  program  approaches  listed  for  that  objective? 

Yes.    The  list  of  approaches  is  a  work-in-progress.    We  will  be  seeking  to  improve 
the  list  of  approaches  over  the  coming  year.    It  would  be  helpful  to  hear  from 
missions  and  other  operating  units  about  program  approaches  which  they  consider 
especially  effective.    And,  regional  bureaus  will  likely  want  to  learn  about  new  and 
innovative  approaches  (and  the  results  they  achieve)  in  country  strategy  and  R4 
reviews. 


Why  have  indicators  been  developed  for  the  strategic  frameworks? 

Agency-wide  working  groups  have  developed  indicators  to  monitor  the  progress  of 
countries  toward  Agency  goals  and  objectives,  both  for  USAID-assisted  countries 
and  for  other  countries  where  we  want  to  track  development  progress.    This 
information  will  help  us  assess  Agency  performance  and  report  on  it  in  USAID's 
annual  report  on  performance.    While  we  will  be  assembling  time  series  data  on 
these  indicators,  we  will  not  be  setting  performance  targets.    USAID  may,  however, 
identify  thresholds  (or  ranges)  for  indicators  at  the  goal  level  as  one  basis  for 
considering  if  a  country  should  graduate. 

We  will  also  be  developing  menus  of  indicators  for  the  Agency  program  approaches. 
These  menus  will  be  based  on  current  best  practice  and  mission  experience  with  the 
indicators  they  are  using  to  monitor  performance.    Operating  units  are  free  to 
determine  which,  if  any,  indicators  from  these  menus  they  will  use. 


Can  we  attribute  any  changes  in  these  country  indicators  to  USAID's 
programs?    Don't  they  represent  high  level  changes  in  country  conditions  that 
are  often  far  removed  from  what  we  do  on  the  ground? 

Certainly,  there  are  only  a  few  cases  in  which  we  can  directly  link  the  results  of 
specific  USAID  interventions  to  changes  in  these  country  level  indicators.    But  these 
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indicators  of  change  related  to  Agency  goals  and  objectives  do  provide  an  important 
"frame  of  reference"  for  analyzing  country  programs  and  Agency  performance. 
These  are  the  key  development  changes  which  we  want  to  address  with  our 
development  partners. 


8.  How  will  information  on  Agency  indicators  be  factored  into  budget  decisions? 

These  data  will  be  used  in  assessing  Agency  performance  as  an  input  into  budget 
decision-making.    With  additional  contextual  information,  they  provide  a  reasonable 
picture  of  a  country's  development  status,  how  that  country  compares  to  other 
coimtries  in  critical  development  areas,  and  how  that  country  is  progressing  over 
time.    This  is  an  important  reference  point  for  analyzing  USAID's  contribution.    It 
also  provides  a  clearer  basis  for  Agency-wide  strategic  plaiming  and  reporting  under 
the  Government  Performance  and  Results  Act  of  1993  (the  GPRA). 

These  kinds  of  data  (along  with  other  information  on  program  performance,  policy 
priorities,  technical  capabilities,  and  foreign  policy  significance)  are  already  being 
used  by  USAID  managers  at  all  levels  in  setting  priorities  and  edlocating  budgets. 

The  Agency  indicators  could  be  likened  to  red  warning  lights  on  a  car  dashboard.    If 
countries  fail  to  make  progress  with  respect  to  Agency  goals  and  objectives,  or  even 
slip  back,  that's  cause  for  concern.    It's  something  we'd  want  to  explain  and  do 
something  about,  if  possible.    Similarly,  if  a  country  performs  particularly  well,  we'd 
want  to  understand  that,  too.   The  warning  lights  don't  provide  answers,  but  do  raise 
important  questions. 


Analyzing  these  kinds  of  data  is  complicated  and  requires  sector  and  country 
knowledge.    How  will  this  analysis  be  carried  out?    Who  will  participate? 

Analysis  of  the  indicator  data  will  be  a  part  of  the  program  and  budget  reviews  of 
each  sector.    These  reviews  will  draw  upon  expertise  from  PPC,  the  regional 
bureaus,  and  technical  staff  from  the  Global  and  Humanitarian  Response  Bureaus. 
These  data  may  also  be  used  by  operating  units  themselves  as  a  basis  for  relating  the 
performance  of  their  programs  to  broader  development  changes. 


10.        Won't  getting  all  this  data  on  Agency  goals  and  objectives  be  an  enormous 
burden  on  country  missions? 

We  certainly  hope  not.  Wherever  possible,  the  Agency  working  groups  selected 
indicators  for  which  data  were  available  from  secondary  sources.  Such  data  are 
fairly  well  established  in  areas  like  economic  growth,  population,  and  health.    In 
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newer  program  areas  like  environment  and  democracy,  USAID  may  need  to  be  more 
proactive  in  developing  indicators  and  collecting  data  —  along  the  lines  of  our 
pioneering  work  in  creating  a  worldwide  demographic  and  health  data  base. 

While  we  have  tried  to  minimize  the  burden  on  missions  and  other  operating  units  in 
collecting  data  on  these  performance  indicators,  there  may  be  occasions  when  data 
on  specific  indicators  may  be  requested.    Any  such  decisions  will  be  made 
judiciously  and  in  consultation.    Better  data  are  only  worth  getting  if  their  value  to 
the  Agency  outweighs  the  costs  of  collecting  them. 


11.        What  happens  if  a  mission  believes  that  data  for  certain  indicators  in  their 
country  are  inaccurate? 

We  have  selected  indicators  for  which  comparable  data  are  available  from  generally 
accepted  sources.    Any  concerns  about  the  accuracy  of  data  will  be  examined  with 
Missions  and  Bureaus. 


12.        How  should  Missions  use  the  Agency  indicators  in  their  programming?    Should 
Missions  specifically  design  their  programs  to  affect  the  Agency  indicators? 

Missions  should  certainly  design  programs  around  the  Agency  goals  and  objectives, 
which  reflect  what  we  would  like  to  achieve  as  an  Agency,  but  not  around  the 
Agency  indicators  themselves.    These  Agency  indicators  represent  the  best  data  we 
can  obtain  from  secondary  sources  and  reflect  national  level  changes  that  are 
substantially  beyond  most  missions'  manageable  interest  and  the  scope  of  their 
strategic  objectives.    Changes  in  these  indicators  are  likely  to  be  only  indirectly 
linked  to  mission  programming  and  budgeting,  which  should  more  directly  reflect  a 
mission's  performance  in  achieving  its  own  strategic  objectives  and  intermediate 
results. 

We  recognize,  moreover,  that  the  Agency  indicators  are  not  necessarily  the  besl 
indicators  of  what  our  programs  are  trying  to  accomplish  in  particular  countries,  but 
reflect  practical  considerations  and  world-wide  availability.    Certainly,  such  high 
level  Agency  indicators  should  not  drive  mission  programming. 


13.        Are  there  any  plans  to  update  or  revise  the  framework  and  indicators  based  on 
experience? 

The  current  framework  and  indicators  aren't  perfect.    They  represent  an  important 
first  step  in  systematically  setting  out  and  tracking  Agency  goals  and  objectives.    We 
will  use  this  framework  in  program  planning  and  review  this  year  and  evaluate  its 
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appropriateness  and  utility.    Each  year,  as  part  of  the  Agency-wide  sector  review, 
goals,  objectives  and  indicators  will  be  updated,  as  necessary. 

14.        How  can  Agency  staff  contribute  to  changes  in  the  Agency  Strategic 
Framework  and  indicators? 

In  addition  to  the  more  formal  Agency-wide  annual  review  mentioned  above,  we 
would  welcome  hearing  your  suggestions,  concerns,  or  issues  with  the  Strategic 
Framework  and  indicators  at  any  time.    We  would  also  be  glad  to  try  to  answer  any 
questions  you  may  have  about  the  frameworks  or  performance  monitoring  and 
evaluation  for  your  own  program  or  more  generally.    Just  email  us  through  the 
Agency's  PM&E  Hotline. 
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B-1.    Principal  Components  of  the  Framework  B-5 

B-2.  Expanded  Version  of  Components  B-6 
B-3.    The  LINK  between  the  Agency  Strategic  Framework 

and  Operating  Unit  Results  Framework  B-7 
B-4.    Relationship  of  Agency  and 

Operating  Unit  Strategic  Plans  B-8 
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USAID'S  STRATEGIC  FRAMEWORK 


What  is  it? 

us  aid's  strategic  framework  is  the  hierarchy  of  the  Agency's  mission,  goals, 
objectives,  and  program  strategies  taken  from  the  Agency's  strategic  plan  (currently  the 
Strategies  for  Sustainable  Development  and  the  Implementation  Guidelines).    The 
framework  is  one  of  the  tools  we  use  to  manage  for  results.    Its  strength  comes  from  its 
simplicity,  but  it  has  its  limitations.    Additional  tools  are  needed  to  analyze  cross-cutting 
concerns,  such  as  integration,  sustainability,  and  participation.    The  framework  summarizes 
Agency  policy  and  reflects  the  results  being  sought  by  Missions  and  offices  (operating 
units).    It  is  a  conceptual  diagram  which  illustrates  the  causal  links  between: 

1.  the  Agency's  mission  and  the  national  interests  which  USAID  serves  by 
fostering  sustainable  development; 

2.  the  Agency  goals  and  objectives  and  the  Agency  mission;  and, 

3.  the  objectives  which  the  operating  units  pursue  to  contribute  to  the 
achievement  of  the  Agency  objectives,  goals  and  mission. 

How  can  it  be  used? 

It  is  a  tool  which  can  be  used: 

1.  To  communicate  the  essence  of  the  Agency's  strategic  plan,  by  clearly 
articulating  Agency  goals,  objectives  and  strategies. 

2.  To  focus  operating  unit  strategy  plans,  by  ensuring  that  their  strategic 
objectives  and  intermediate  results  are  explicitly  related  to  Agency  priorities. 

3.  To  analyze  and  report  results  of  Agency  programs  for  internal  and  OMB 
reviews,  Congress,  and  the  annual  report  required  by  the  Government 
Performance  and  Results  Act  (GPRA). 

4.  To  contribute  to  management  decisions,  by  providing  performance  and 
results  information  for  program  direction  and  resource  allocations. 
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The  components  of  the  framework  -  see  figures  on  pages  5-  7. 

U.S.  national  interests  considered  in  identifying  recipients  of  foreign 

assistance 

The  Agency  mission  —  Sustainable  Development:  USAID's  unique 

contribution  to  those  national  interests 

The  Agency  goals  —  the  long-term  changes  in  countries  which  contribute  to 

the  mission 

The  Agency  objectives  —  significant  development  results  that  contribute  to 

Agency  goals  in  each  sector. 

The  Agency  program  approaches  —  the  strategies  and  activities  that 

operating  units  implement  to  achieve  results  which  contribute  to  the  Agency 

objectives. 


Performance  Indicators 

Performance  indicators  are  dimensions  of  goals  or  objectives  which  are  measured  to 
assess  progress  being  made  towards  the  goal  or  objective.    Baselines  and  targets  are  the 
values  of  performance  indicators  at  the  beginning  and  end  of  the  planning  period.    We  will 
consider  graduating  countries  from  assistance  in  each  sector  as  the  values  of  goal  indicators 
approach  targets  or  "thresholds"  established  by  the  Agency  for  each  country. 

Agency  mission.  There  are  no  distinct  performance  indicators  at  this  level  at  this 
time.    Success  in  reaching  the  Agency's  mission  is  determined  by  examining 
performance  for  each  of  the  Agency  goals. 

Agency  goal  indicators.    Indicators  of  goal  achievement  are  changes  in  country 
characteristics.    Goals  are  long-term  (10+  years)  objectives.    Changes  in  their 
indicators  may  be  slow  and  only  partially  caused  by  USAID  programs.    The  targets 
established  for  the  goal  indicators  are  the  "threshold"  values  which  show  at  what 
point    USAID  assistance  may  no  longer  be  needed  in  a  sector.    Policies  regarding 
exit  strategies  and  graduation  are  being  developed  and  will  be  promulgated  this  fall. 

Agency  objective  indicators.    Agency  objectives  are  medium-term  (5-8  years)  and 
their  indicators  are  also  country  characteristics.    Measurable  change  in  their 
indicators  may  take  several  years.    Changes  in  these  indicators  may  be  more  directly 
related  to  USAID  programs  than  changes  in  goal  indicators. 

Agency  program  approaches.    Each  of  the  Agency's  program  approaches  has  a 
menu  of  indicators,  primarily  derived  from  the  indicators  being  used  by  operating 
units  for  their  strategic  objectives.    Within  each  approach  we  will  assess  the 
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effectiveness  of  the  strategies  by  analyzing  the  performance  indicators  for  the 
strategic  objectives  and  intermediate  results  of  the  operating  units. 

Analysis  and  Reporting 

Agency  mission  and  goals.    At  this  level  we  will  examine  and  report  on  global, 
regional,  and  national  trends  in  25-30  common  indicators  (5-6  for  each  goal) 
representing  changes  in  country  conditions  and  taken  primarily  from  existing 
international  databases  of  development  indicators. 

Agency  objectives.  Here  we  ask:    What  progress  are  the  countries  where  we  are 
working  making  towards  achieving  key  objectives  in  each  sector?    How  does  their 
progress  compare  with  countries  not  receiving  our  assistance?    How  do  trends  at  this 
level  compare  with  trends  at  the  goal  level?   Are  there  management  or  technical 
issues  that  require  further  analysis?    Data  will  be  drawn  from  international  databases. 


Agency  program  approaches.    Here  we  can  examine  the  approaches  and  the 
expected  and  actual  results  from  operating  units  using  the  same  strategy.    Within 
each  group  we  can  examine  performance  by  analyzing  the  changes  in  the  indicators 
of  the  strategic  objectives  and  intermediate  results  and  reviewing  the  narrative 
explanations  in  aimual  performance  reports.    Performance  data  on  strategic 
objectives  and  intermediate  results  for  all  USAID-assisted  countries  is  available  on 
the  automated,  agency-wide,  performance  tracking  system. 

Results  can  be  "rolled  up"  in  various  ways  to  provide  a  more  complete  picture  of 
our  results  and  their  significance.    For  example,  we  can  aggregate  results  across  countries 
and  look  at  regional  trends  when  operating  units  have  the  same  objectives  and  indicators. 
We  can  report  and  compare  progress  being  made  within  a  group  of  units  pursuing  the  same 
strategy.    We  can  compare  the  progress  of  units  using  different  strategies  to  reach  the  same 
objective  —  interpreting  the  results  with  caution.    We  can  assess  Agency  contributions  to 
changes  in  country  conditions  by  comparing  trends  in  country  level  indicators  with  trends  in 
strategic  objective  and  result  indicators.    We  can  identify  successes  and  failures  to  provide  a 
basis  for  further  investigation.    We  can  provide  information  for  management  decisions. 


Performance  Measurement  and  Evaluation 

Both  performance  measurement  and  evaluation  are  required  to  ensure  that  Agency 
resources  are  deployed  most  effectively  towards  Agency  goals  and  mission.    They  are 
distinct,  but  complementary,  ways  of  obtaining  information  for  decisions. 
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Managers  use  performance  measurement  to  track  their  results.    The  Administrator 
and  other  stakeholders,  through  GPRA,  will  use  performance  measurement  to  assess  how 
well  the  Agency  is  performing  its  mission.    The  core  of  the  system  is  a  clearly  defmed 
hierarchy  of  objectives,  which  is  derived  from  development  theory  and  practical  experience. 
A  limited  set  of  performance  indicators  for  each  objective  is  measured  to  assess  progress 
towards  that  objective.    Performance  measurement  answers  questions  about  "whether  and 
ir'  results  are  being  achieved  on  schedule,  at  cost  and  if  expectations  are  being  met 
Performance  measures  provide  clear  insights  about  where  more  in-depth  evaluations  should 
be  done. 

Evaluation  can  answer  managers'  questions  about  "how  and  why"  results  are,  or 
are  not,  being  achieved.    They  can  examine  both  intended  and  unintended  results  and  more 
complex  issues  such  as  sustainability.    They  enable  us  to  go  far  beyond  performance 
measurement  to  examine  and  describe  the  fuller  impacts  of  our  activities.    Performance 
measures  are  useful  in  evaluation,  but  they  provide  only  a  portion  of  the  information 
required  for  impact  assessment  and  management  decisions. 

To  analyze  our  results  we  need  both  performance  measures  and  evaluations.    These 
are  the  integral  parts  of  an  effective  results  management  system.    Shortly  USAID  will  have 
a  broad  base  of  performance  data  regarding  all  its  programs.    We  can  use  this  ii^ormation 
to  plan  our  evaluations  more  strategically  —  which  in  turn  will  improve  our  performance 
measures. 


Implications  for  Missions  and  Offices 

Missions  and  Offices  will  be  able  to  use  the  Agency  Framework  as  guidance  when 
they  develop  and  revise  their  country  strategic  plans.    The  Missions  will  be  able  to  designate 
the  Agency  Objectives  to  which  their  activities  contribute.    They  will  also  be  able  to  indicate 
which  program  approaches  they  are  using  to  reach  their  objectives  and,  wherever  possible, 
choose  an  indicator  or  indicators  from  a  menu  of  indicators  associated  with  each  Agency 
program  approach.    Operating  unit  objectives  not  linked  to  an  Agency  objective  will  have  to 
be  clearly  explained  in  the  Mission  strategic  plan. 
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Figure  B-1:  Agency  Strategic  Frameworit:  Principal  Components 
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Figure  B-3:  Agency  Strategic  Framework:  The  Link  between  the 
Agency  Strategic  Framework  and  Operating  Unit  Results 
Framework 


'Indicators  with  standard,  cross-country  comparable  definitions;  data  primarily  from 
intemational  sources 

"Indicators  with  similar  definitions,  commonly  shared  by  Missions;  data 

primarily  form  Mission  sources 
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THE  AGENCY'S  STRATEGIC  FRAMEWORK  AND  INDICATORS 

1995/96 


APPENDIX  C 


THE  INDICATORS  FOR  1995/96 

1.  Information  Memorandum  for  the  Administrator,  October  6,  1995        C-1 

2.  Economic  Growth  Indicators  C-4 

3.  Democracy  Indicators  C-5 

4.  Population/Health  Indicators  C-8 

5.  Envirormient  Indicators  C-9 

6.  Humanitarian  Assistance  Indicators  C-11 
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S.  Acf>.o  fo* 
Intern  vno'^Ki 
De^tLorMtNT 


OCT      6  1995 


INFOR-NL^TION  MEMORA>fDUM  FOR  THE^MI>flSTRATOR 

FROM:  AA/PPC,  Colin  I.  Bradford       1  Vv 

SUBJECT:       Pcrformaiice  Indicators  for  Agency  Goals  and  Objectives 


The  atochment  to  this  memorandum  lists  the  performance  indicators  which  have  been 
selected  for  the  Agency's  Goals  and  Objectives  specified  in  the  Agency's  Strategic 
Framework  which  you  recently  approved.   These  indicators  will  track  the  development 
changes  which  USAID  seeks  to  help  bring  about  in  countries  where  we  work. 

The  consideration  of  indicators  began  in  February,  1995  when  CDIE  distributed 
"Draft  Agency  Results  Frameworks".   These  frameworks  were  used  to  develop  indicators  in 
four  workshops  which  were  co-sponsored  by  PPC  with  the  appropriate  Global  Center  or  the 
Bureau  of  Humanitarian  Response,  between  March  and  July,  1995.  These  workshops 
involved  more  than  two  hundred  staff  from  all  parts  of  the  Agency  and  many  of  our 
development  partners.    Subsequently  Sector  Working  Groups,  with  representatives  from  all 
central  and  regional  bureaus,  refined  the  Agency  Framework  as  they  prepared  for  the  Sector 
Reviews  in  July.    Some  of  the  Sector  Working  Groups  have  also  taken  the  lead  in  developing 
the  lists  of  indicators. 

Many  concerns  and  issues  were  raised  by  the  teams  as  they  struggled  with  the 
selection  of  indicators.   This  led  to  a  set  of  working  assumptions  which  addressed  some  of 
the  issues  and  provided  important  guidance  as  the  groups  moved  forward.  The  key  working 
assumptions  are: 

1.  The  "Agency  indicators"  reflect  country  performance  on  a  limited  number 
of  key  dimensions  of  the  Agency  goals  and  objectives.  They  do  not  usually 
directly  reflect  the  performance  of  USAID's  programs  --  they  reflect  country 
performance  to  which  USAID  contributes. 
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USAID  program  performance  is  tracked  with    the  "program  indicators" 

of  strategic  objectives  and  intermediate  results  which  aie  presented  in  mission 
results  frameworks. 

The  indicators  act  like  "signal  lights"  on  a  dashboard  telling  us  if  and  how 
fast  we  are  progressing  towards  our  destination.    The  fiill  understanding  of 
country  and  program  performance,  however,  requires  the  collection  of  much 
more  data  than  is  available  in  the  results  tracking  system.    Sound 
programming  and  budget  decisions  require  that  indicator  data  be 
supplemented  with  performance  information  from  evaluations  and  case 
studies  of  both  our  own  and  our  partners  programs  and  that  this  be  factored 
in  with  political,  social,  financial,  and  other  information  prior  to  any  decision. 


4.  Data  for  the  Agency  indicators  should,  ideally,  be  available  in  recognized 
published  sources,  for  most  of  our  recipient  countries,  and  brought  up-to-date 
regularly. 

5.  All  Agency  and  program  objectives  cmd  indicators  will  be  available  to  all 
Agency  staff  in  the  new  management  system  (NMS)  so  that  they  can  use 
them  when  appropriate. 

6.  The  Agency  indicators  will  be  used  to  assess  and  report  on  broad 
performance  of  USAID-assisted  countries  for  the  sector  reviews,  annual 
performance  reports,  the  Congressional  Presentation,  and  other  reports.    In 
these  reports  the  performance  data  will  be  supplemented  with  additional 
analysis  and  narrative. 

7.  The  targets  set  for  Agency  goal  indicators  will  act  as  thresholds  for  our 
consideration  of  programs  and  countries  for  graduation. 

The  working  assumptions  do  not  address  completely  all  the  issues  raised  during  the 
selection  of  the  indicators  and  the  groups  working  on  their  implementation  and  use  will 
continue  to  explore  and  resolve  the  remaining  issues  as  outlined  in  step  2  below. 

In  keeping  with  the  principles  of  re-engineering  and  USAID  as  a  learning 
organization,  1  present  these  lists  of  indicators  as  first  step  in  a  continuing  process  of 
development  and  refinement.    1  propose  the  following  as  the  next  steps; 

1.  PPC  will  provide  the  1995/96  Agency  Strategic  Framework  and  the  Agency 

Performance  Indicators  to  all  Agency  staff,  together  with  the  working 
assumptions  listed  above  and  a  list  of  frequently  asked  questions  (FAQs)  and 
issues,  with  answers,  raised  during  indicator  development.    Staff  will  also 
receive  the  revised  Implementation  Guidelines. 
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The  Sector  Working  Groups  will  address  and  seek  clarification  and  resolution 
of  the  following  issues: 

a.  Is  the  reliance  on  data  from  secondary  sources  too  limiting  and  will  it 
force  the  Agency  to  use  indicators  that  do  not  adequately  reflect  goals 
and  objectives?    Do  we  need  to  collect  additional  data  in  some  areas 
to  capture  better  the  changes  we  are  seeking  to  bring  about? 

b.  Will  indicators,  rather  than  objectives,  determine  design  of  our 
programs?    Will  Missions  design  their  programs  to  reach  objectives  or 
to  "look  good"  on  certain  indicators? 

c.  How  can  we  more  closely  relate  changes  in  Agency  objective  and  goal 
indicators  to  the  results  of  our  programs? 

PPC/CDIE,  working  with  the  G,  BHR,  Regional  and  M  Bureaus,  will 
assemble  a  database  of  indicator  measures  and  prepare  them  for  entry  into  the 
NMS. 

Bureaus  and  Missions  will  be  asked  to  vet  the  indicators  and  the  database  and 
provide  suggestions  for  their  improvement. 

PPC/CDIE,  working  with  the  G,  BHR,  and  Regional  and  M  Bureaus,  will  use 
the  indicators  in  the  1995  Annual  Report  on  Program  Performance  and  FY 
1997  Congressional  Presentation.    As  we  prepare  the  Sector  Reviews  in  1996 
we  will  review  their  utility,  make  recommendations  for  changes,  and  develop 
paradigms  for  using  the  indicators  in  programming  and  budget  decisions. 


Attachments: 
1 .    List  of  Agency  Indicators  by  Sector 


learances: 
PPC/CDIE:SSmith 
SDAA/PPC:JBallantvne 
ES:AWilliams 

Date 
Date 
Date 

DA/AID:CLancaster 

Date 

PPC/CDIE/PME:GKerr:gbk:9.29.95:x    541 16:u:\gkeiT\docs\indictor.mem:sr 
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Proposed  Indicators  for  Economic  Growth  Goal  and  Objectives 


AGENCY  GOAL  1:    Broad-based  Economic  Growth  Achieved 

Indicators: 

1.  Growth  rate  of  GNP  per  capita 

2.  Modified  Human  Development  Index  based  on:  Per  capita  income  in  purchasing 
power  terms;  Life  Expectancy;  Literacy  rates;  Ratio  female  to  male  enrolment  rates 
in  primary  school  —  (as  an  indicator  or  women's  status,  which  in  turn  reflects 
whether  economic  growth  is  broad  -based) 

3.  Trends  in  the  incidence  of  absolute  poverty 


AGENCY  OBJECTIVE  LI:    Strengthened  markets 

Indicators: 

1.  GDP  Growth  rate 

2.  Export  Growth  rate 

3.  Agricultural  Growth  rate 

4.  Investment  Growth  rate 

5.  Modified  Economic  Policy  Performance  Assessment  index  reflecting  trade,  foreign 
exchange,  monetary  and  fiscal  policy,  and  inflation 


AGENCY  OBJECTIVE  1.2:    Expanded  access  and  opportunity  for  the  poor 

Indicators: 

1.  Calorie  supply  per  capita 

2.  Trends  in  income  distribution 


AGENCY  OBJECTIVE  1.3:    Basic  education  expanded  and  improved  to  increase 
human  productive  capacity 

Indicators: 

1.  Primary  enrolment  ratios 

2.  Primary  completion  rates 

3.  Number  of  years  to  produce  an    "x"  grade  graduate 
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Proposed  Indicators  for  Democracy  and  Governance  Goal  and  Objectives' 

AGENCY  GOAL  2:    Sustainable  democracies  built 

Indicator: 

1.         Civil  Liberties  and  Political  Rights  as  defined  in  the  Freedom  House  Index. 

Measures:    Freedom  House 

AGENCY  OBJECTIVE  2.1:    Strengthen  rule  of  law  and  respect  for  human  rights 

Indicators: 

1.         Modified  Civil  Liberties  Index  based  on  the  following  questions 

a.  Are  there  fi-ee  and  independent  media,  literature  and  other  cultural  expressions? 

b.  Is  there  open  public  discussion  and  free  private  discussion? 

c.  Is  there  freedom  of  assembly  and  demonstration? 

d.  Is  there  freedom  of  political  or  quasi-political  organization? 

e.  Are  citizens  equal  under  the  law,  with  access  to  an  independent, 
nondiscriminatory  judiciary,  and  are  they  respected  by  the  security  forces? 

f  Is  there  protection  from  political  terror,  and  from  unjustified  imprisonment,  exile 
or  torture,  whether  by  groups  that  support  or  oppose  the  system,  and  freedom  from 
war  or  insurgency  situations? 

Measures:  Freedom  House,  disaggregation  of  the  Civil  Liberties  Index 

AGENCY  OBJECTIVE  2.2:    More  genuine  &  competitive  political  processes 

Indicators: 

1.  Modified  Political  Rights  Index  based  on  the  following  questions: 

a.  Is  the  head  of  state  and/or  government  or  other  chief  authority  elected  through 
free  and  fair  elections? 

b.  Are  the  legislative  representatives  elected  through  free  and  fair  elections? 


Freedom  House  publishes  an  annual  survey  of  Political  Rights  and  Civil  Liberties. 
These  two  indices  consist  of  22  questions.    The  indicators  listed  under  each  Agency  DG  goal 
and  objective  consist  of  some  combination  of  the  22  questions  identified  in  the  Freedom  House 
indices. 
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c.  Are  there  fair  electoral  laws,  equal  campaigning  opportunities,  fair  polling  and 
honest  tabulations  of  ballots? 

d.  Are  the  voters  able  to  endow  their  freely  elected  representatives  with  real  power? 

e.  Do  the  people  have  the  right  to  organize  in  different  political  parties  or  other 
competitive  political  groupings  of  their  choice,  and  is  the  system  open  to  the  rise 
and  fall  of  these  competing  parties  or  groupings? 

f.  Is  there  a  significant  opposition  vote,  de  facto  opposition  power,  and  a  realistic 
possibility  for  the  opposition  to  increase  its  support  or  gain  power  through  elections? 
g.Does  the  county  have  the  right  of  self-determination,  and  are  its  citizens  free  from 
domination  by  the  military,  foreign  powers,  totalitarian  parties,  religious  hierarchies, 
economic  oligarchies  or  any  other  powerful  group? 

h.Do  cultural,  ethnic,  religious  and  other  minority  groups  have  reasonable  self- 
determination,  self-government,  autonomy  or  participation  through  informal 
consensus  in  the  decision-making  process? 

i.  Is  political  power  decentralized,  allowing  for  local  regional  and/or  provincial  or 
state  administrations  led  by  their  freely  elected  officials?  [optional]. 

Meastires:  Freedom  House's  Political  Rights  Index 


AGENCY  OBJECTIVE  2.3:    Increased  development  of  politically  active  civU  society 

Indicators: 

1.  Modified  Civil  Liberties  Index  based  upon  the  following  questions: 

a.  Are  there  free  and  independent  media,  literature  and  other  cultural  expressions? 

b.  Is  there  open  public  discussion  and  free  private  discussion? 

c.  Is  there  freedom  of  assembly  and  demonstration? 

d.  Is  there  freedom  of  political  or  quasi-political  organization? 

e.  Are  there  free  trade  unions  and  peasant  organization  or  equivalents,  and  is  there 
effective  collective  bargaining? 

f  Are  there  free  professional  and  other  private  organizations? 

g.  Are  there  free  businesses  or  cooperatives? 

h.  Are  there  free  religious  institutions  and  free  private  and  public  religious 

expressions? 

i.  Are  there  personal  social  freedoms,  which  include  such  aspects  as  gender 

equality, property  rights,  freedom  of  movement,  choice  of  residence,  and  choice  of 

marriage  and  size  of  family? 

j.  Is  there  equality  of  opportunity,  which  includes  freedom  from  exploitation  by  or 

dependency  on  landlords,  employers,  union  leaders,  bureaucrats  or  any  other  type  of 

denigrating  obstacle  to  a  share  of  legitimate  economic  gains? 

Measures:  Freedom  House,  disaggregation  of  the  Civil  Liberties  Index 
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AGENCY  OBJECTIVE  2.4:    More  transparent  and  accountable  government 
institutions 

Indicalor: 

1.  Modified  Governance  Index  based  upon  the  following  questions: 

a.  Is  there  freedom  from  extreme  government  indifference  and  corruption? 

b.  Are  all  costs  and  revenues  related  to  major  public  investments  included  in  the 
national  budget? 

c.  Does  the  military  report  to  and  fall  under  the  ultimate  control  of  the  civilian 
government? 

d.  Is  the  entire  military  budget  included  in  the  national  budget? 

e.  Is  there  a  published  legislative  agenda? 

f.  Do  ministries  publish  their  program  and  operating  budgets? 

g.  Do  public  employees  receive  their  salaries  on  a  regular  basis? 

h.  Are  there  uniform  civil  service  regulations  for  the  administrative  branch? 

i.  Do  local  government  control  expenditures  under  their  own  budget? 

Measures:     Freedom  House,  disaggregation  of  the  Civil  Liberties  Index  and  in-house 
analysis. 
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Proposed  Indicators  for  Population/Health  Goal  and  Objectives 


AGENCY  GOAL  3:     Stabilize  World's  Population  and  Protect  Human 
Health  in  a  Sustainable  Fashion 

Indicators: 

1.  Total  world's  population 

2.  World's  population  growth  rate 

3.  Life  expectancy  of  women/men  in  the  developing  world 

4.  #  of  people  infected  with  HIV 

5.  Summary  index  of  PHN  need 


AGENCY  OBJECTIVE  3.1:    Sustainable  Reduction  in  Unintended  Pregnancies 

Indicators: 

1.  #  of  Unintended  births 

2.  Total  fertility  rate 

3.  Wanted  fertility  rate 


AGENCY  OBJECTIVE  3.2:    Sustainable  Reduction  in  Child  Mortality 

Indicators: 

1 .  #  of  Under  five  child  deaths 

2.  #  of  Infant  deaths 

3.  Under  five  child  mortality  rate 

4.  Infant  mortality  rate 

AGENCY  OBJECTIVE  3.3:    Sustainable  Reduction  in  Maternal  Mortality 

Indicators: 

1 .  #  of  Maternal  deaths 

2.  Maternal  mortality  ratio 

AGENCY  OBJECTIVE  3.4:    Sustainable  Reduction  in  STI/HIV  Transmission  Among 
Key  Populations 

Indicators: 

1 .  #  of  people  infected  with  STIs 

2.  Selected  STl  Prevalence  rates 
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Proposed  Indicators  for  Environment  Goal  and  Objectives 

AGENCY  GOAL  4:  Environment  Managed  for  Long-Term  Sustainability 

Indicator:        GDP  adjusted  for  environmental  degradation 

AGENCY  OBJECTIVE  4.1:    Biological  diversity  conserved 

Indicators: 

1 .  Area  of  remaining  natxiral  habitats* 

2.  Area  under  official  protection 

AGENCY  OBJECTIVE  4.2:    Global  climate  change  threat  reduced 

Indicators: 

1.  Greenhouse  gas  (GHG)  emissions  from  energy  and  industrial  sources,  expressed  as 
C02  equivalents 

2.  Net  GHG  emissions  from  land  use  changes,  as  C02  equivalents 

3.  Country  capacity  to  adapt  to  climate  change* 


AGENCY  OBJECTIVE  4.3:    Sustainable  urbanization  promoted  and  pollution 
prevented 

Indicators: 

1.  Access  to  safe  drinking  water 

2.  Access  to  sanitation 

3.  Access  to  shelter 

4.  Emissions  of  sulfur  and  nitrogen  oxides 

5.  Concentrations  of  suspended  particulate  matter 

6.  Incidence  of  acute  respiratory  illness 

7.  Deaths  from  water-borne  diseases 

8.  Percent  of  geisoline  sold  which  is  leaded 

9.  Industry  adherence  to  int'l    environmental  management  standards  (ISO14000)* 


AGENCY  OBJECTIVE    4.4:    Increased  provision  of  environmentally  sound  energy 
services 

Indicators: 

1.  Energy  intensity  (total  commercial  energy  consumption/GDP) 
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2.         Share  of  electricity  generation  from  renewable  sources  (solar,  wind,  geothermal, 
hydro,  biomass) 

AGENCY  OBJECTIVE  4.5:    Sustainable  natural  resource  management 

Indicators: 

1.  Land  use  changes  (cropland,  permanent  pasture,  forest  and  woodland,  etc.) 

2.  Water  withdrawals  as  a  percentage  of  water  availability 

3.  Area  under  sustainable  agricultural  practices* 

4.  Area  of  community-manjiged  forests,  fresh  water  and  marine  resources* 


*  New  indicator  proposed;  requires  further  defmition  and  data  collection. 
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Proposed  Indicators  for  Humanitarian  Assistance  Goal  and  Objectives 


AGENCY  GOAL  5:    Lives  Saved,  Suflfering  Reduced,  and  Development  Potential 
Reinforced 

Indicators: 

1.  Deaths  averted 

2.  Property  loss  avoided 

3.  Increased  indigenous  capacity  to  deal  with  crises 


AGENCY  OBJECTIVE  5.1:    Potential  Impact  of  Humanitarian  Crises  Reduced 

Indicator: 

Significant  actions/investments  in  crisis  prevention/mitigation  in  crisis  prone 
countries 


AGENCY  OBJECTIVE  5.2:    Urgent  Needs  Met  in  Crisis  Situations 

Indicator: 

Percent  of  vulnerable  population  with  emergency  needs  met. 


AGENCY  OBJECTIVE  5.3:    Security  Established  and  Basic  Institutions  Functioning 
to  Meet  Critical  Needs  and  Protect  Basic  Rights 

Indicator: 

Progress  toward  pre-determined,  crisis-specific,  exit  criteria. 


u:\gkerT\docs\indictor.mem:November    8,  1995 
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PME  HOTLINE 

(formeriy  PRISM  Hotline) 
PPC/CDIE/PME 


WHAT   IS 

IT?  -The 

Performance  Measurement  and  Evaluation  Hotline. 


'IIJII 


*  Information,  advice,  and  refen-ais  on  strategic  planning  and  performance 
measurement,  program  evaluation,  and  data  collection  methods  and  plans 
within  a  reinvented  USAID.   Also,  review/s  of  missions'  draft  strategic 
frameworks,  and  information  on  the  Agency's  Strategic  Framework, 
"PME"  best  practices,  and  lessons  learned. 

WHO   IS   IT   FOR? 

•  USAID  staff  and  their  development  partners.   The  latter  should  submit  requests 
through  their  USAID  partner. 

HOW   CAN   YOU    USE   IT? 

•  Type  "HOTLINE"  in  the  USAID  e-mail  address  list  and  choose 
"PME  HOTUNE@CDIE.PME@AIDW"from  the  list  of  hotlines. 

*  Internet:   photline@usaid.gov 

WHAT   SHOULD   YOU  INCLUDE  IN  YOUR    REQUEST? 

*  Your  question  or  issue.    Briefly  explain  why  you  need  the  information,  how  you 
will  use  it,  and  when  you  need  it. 

•  Name  and  address  of  person  to  whom  we  should  send  our  response  and 
follow-up  or  clarification  questions.   We  will  use  e-mail  as  much  as  possible,  but 
will  also  use  fax,  courier,  international  mail  and  pouch. 

WHEN    WILL   REQUESTS    BE   ANSWERED? 

•  We  will  acknowledge  your  request  within  two  working  days  and  include  an 
estimated  response  date.  We  will  normally  respond  within  one  to  four  weeks. 

WHERE   WILL   REQUESTS    BE    REFERRED? 

*  When  we  cannot  answer  directly  from  CDIE/PME,  we  will  refer  your  request  to 
the  most  appropriate  office  in  USAID/W,  and  actively  follow-up  with  them  to 
facilitate  a  rapid  response. 


Contact  person  regarding  this  notice  is  Graham  B.  Ken-,  PPC/CDIE/PME,  703-875-41 16. 
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